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Why Americans are fleeing our broken banking system: “Startling and absorbing…Required

reading for fans of muckraking authors like Barbara Ehrenreich.”—Publishers Weekly (starred

review) What do an undocumented immigrant in the South Bronx, a high-net-worth

entrepreneur, and a twentysomething graduate student have in common? All three are victims

of our dysfunctional mainstream bank and credit system. Nearly half of all Americans live from

paycheck to paycheck, and income volatility has doubled over the past thirty years. Banks, with

their high monthly fees and overdraft charges, are gouging their lower- and middle-income

customers while serving only the wealthiest Americans. Lisa Servon delivers a stunning

indictment of America’s banks, together with eye-opening dispatches from inside a range of

banking alternatives that have sprung up to fill the void. She works as a teller at RiteCheck, a

check-cashing business in the South Bronx, and as a payday lender in Oakland. She looks

closely at the workings of a tanda, an informal lending club. And she delivers engaging, hopeful

portraits of the entrepreneurs reacting to the unbanking of America by designing systems to

creatively serve those outside the one percent. “Valuable evidence on the fragility of the

personal economies of most Americans these days.”—Kirkus Reviews “An intelligent plea for

financial justice…[An] excellent book.”—The Christian Science Monitor
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Not everything that counts can be counted,and not everything that can be counted counts. —

WILLIAM BRUCE CAMERON

Introduction:We’re All UnderbankedGrowing up in South River, New Jersey, in the late 1960s

and early 70s, I went to our local bank, Pulaski Savings and Loan, with my father as part of his

Saturday errand ritual. We’d start out at the post office to mail the bills, stop in at Mike the

butcher’s shop to buy meat for the week, and then head to Pulaski Savings and Loan to

deposit my father’s check and take out some cash. I also went to the bank with my mother on

the way home from school on Friday afternoons, sitting in the passenger seat of our 1976 Ford

Elite while she cashed her teacher’s paycheck at the drive-through. She deposited most of her

pay, which my father would draw on to take care of the bills, and kept an envelope with a small

amount of cash that she used to pick up milk and bread and pay for school field trips and the

occasional treat until the next payday.My parents opened my first savings account for me when

I was seven. The teller gave me a green Pulaski passbook with gold lettering. It made me feel

important, like I’d crossed some threshold and joined a club that bigger kids and grownups got

to be a part of. I brought the passbook to the bank to deposit birthday checks from my

grandparents and, later, babysitting money.Growing up, I watched my parents write checks to

pay the bills and use cash to buy groceries, clothes, and the infrequent meal out. I now realize

that they were training me to become a particular kind of financial consumer. Their role

modeling was critical, as were their expectation that I would go to college and their assumption

that, by doing so, I’d get a job that would support me.When I got my first job cleaning hotel

rooms at the age of fourteen, I deposited my paychecks at Pulaski. Using the bank to manage

my money still felt more like fulfilling an expectation than making a choice. In the early 1980s I

moved away from home to go to college. I opened an account near campus without thinking

much about it. That’s what all my friends did. I didn’t even know other options existed.My

parents didn’t get a credit card until after I had left home, and I got my first—an American

Express card—in 1987, the year after I graduated from college.The world has changed. These

days I do most of my banking online at odd hours. For my children, going to the bank means

popping over to the nearest ATM to get cash. And on the rare occasion when I need to visit the



teller window, I don’t recognize any of the bank employees, and they don’t know me. Today

banks are bigger and more expensive to use, and their products are harder to understand.

There’s a lot more fine print than there used to be. In addition, all kinds of new financial

products and services have become available. Many are coming not from banks, but from

entrepreneurs who are harnessing technology, information, and the current moment in ways

that are disrupting the entire financial-services industry.The result? Banks are now catering

more and more to the well-off, leaving the rest of us to pay too much at banks or to settle for

imperfect alternatives such as check cashers and payday lenders. Check cashers enable

people, for a fee, to cash checks, purchase money orders and prepaid debit cards, wire money,

and pay bills. Payday lenders provide small short-term, high-cost loans. As a university

professor who studies financial services, I wanted to understand why people were leaving

banks and using alternative financial-services providers when policymakers and consumer

advocates were so convinced that this was a poor decision. I knew I could get only so far by

reading policy reports and academic articles in my university office. So I got a job as a teller at

RiteCheck, a check casher in the South Bronx, where I could get up close to people’s

decisions. Before working as a teller, I assumed that mainstream and alternative financial

services were separate. Like a lot of policymakers, I thought educated, middle-class people like

me used banks and that poor people used check cashers and payday lenders. I figured that

people who didn’t use banks aspired to having a bank account, that becoming “banked” was

part of the well-traveled path of upward mobility. That was my path. And that’s what the news

accounts, policy reports, and research had led me to believe. I soon learned that the reality is

much more complicated. The consumer financial-services system—the large industry that

consists of (1) mainstream banks, (2) alternative financial services (check cashers, payday

lenders, pawnshops, and so on), and (3) informal practices such as saving in structured groups

of friends or coworkers—is broken. Over the past four decades, most particularly since the

financial crisis of 2008, banking itself has morphed into a system that no longer serves the

needs of far too many Americans.What caused this breakdown? First, banking has changed.

Starting in the late 1970s, bank failures, policies that enabled consolidation, and aggressive

marketing of credit to a larger and riskier group combined to transform banks. They got bigger

and they focused less on consumers. Meanwhile, alternative financial-services providers, such

as check cashers and payday lenders, expanded to fill the gap. Second, many more Americans

are dealing with chronic financial instability. Declining wages, increased income volatility, and

the erosion of benefits, along with increased costs for health care, childcare, and education,

make it harder to make ends meet. The one-two punch of these trends has left Americans in a

dire situation. We lack safe, affordable financial products and services when we need them

most. In 2012 the Wall Street Journal reported that a large number of Americans left banks in

the wake of the 2008 financial crisis. For some, the departure was a way of protesting the role

banks played in a crisis that left them and their neighbors jobless or behind on their mortgages.

Others felt as though they got less value from banks than they did before. Still others found that

they couldn’t afford banks’ rising fees. Between 2009 and 2013, the percentage of Americans

with a checking account dropped from 92 percent to 88 percent, and the percentage with a

savings account dropped from 72 percent to 68 percent.A reader, responding to one of my

articles, told the story of taking his young daughter to open a savings account. He was excited

to begin her training as a saver and wanted to show her the magic of compound interest. (I

remember the thrill of watching my own bank account grow—the money I earned just by

leaving it there.) “We put in fifty dollars,” my reader wrote, “and I had the idea that once a

month we would go to the bank and make a deposit. Then we would watch the money grow,



along with interest.” His plan didn’t pan out. “The next month we went back to make the next

deposit, and lo and behold, there was only forty-five dollars in the account. Turned out that the

bank was charging for low balances in savings accounts. End of lesson.” The little girl was

crestfallen and the father was angry. He got the bank to return the five dollars and closed her

account—and his own.Whether fed up with bank fees, like this reader, or lacking other options,

many Americans have had it with banks. And the banks don’t seem to care. If profits are your

only concern, it doesn’t make sense to provide savings accounts to children and other people

who don’t have much to save. It costs a lot for banks to collect small deposits. They’re

interested in providing these accounts only if they can cover their costs by charging fees. But

the fees make it irrational for people to save. The result? A dearth of opportunities for people to

save, a behavior considered important over the long term.Meanwhile, the use of alternative

financial services—check cashers, payday lenders, and the like—has exploded despite the

perception that these businesses are “predatory,” “sleazy,” and part of the “poverty industry.”

Industry studies estimate that more than $58 billion in check-cashing transactions took place in

2010, up from $45 billion in 1990. Payday lending grew from $10 billion in 2001 to nearly $30

billion in 2012. Some people are attracted to what they perceive as the advantages offered by

the alternatives: superior service, better product mix, and lower costs.Many consumers are

also using informal financial arrangements, such as rotating savings and credit associations

(ROSCAs) and other systems worked out among family and friends, to substitute for or

complement relationships with formal institutions. These consumers trust people they know

more than they trust the banks.While some have chosen to leave banks, others have been

pushed out. Major banks and credit unions rely on private-sector databases such as

ChexSystems, which keep data on how consumers handle their deposit accounts at banking

institutions. This is how these databases work. Banks report bounced checks, negative

balances, and other “irregularities” to ChexSystems, which then passes on the information to

banks. A ChexSystems report that includes negative information about your account is the

equivalent of blacklisting—even after a minor incident like a forty-dollar overdraft, you may be

unable to open an account elsewhere for several years, despite having resolved all issues

related to balance. Banks have closed the accounts of approximately 6 percent of Americans,

without their consent, after receiving such information. More than one million people with low

incomes have been deemed ineligible for bank accounts because of ChexSystems. A graduate

student recently wrote me the following note expressing his frustration with trying to become

“banked”: I’ve been attempting to maintain a bank account with TD Bank for the past year with

little success. When I had a student account with TD, I wasn’t required to maintain a monthly

minimum . . . I currently work two jobs and yet still have a hard time actually keeping a healthy

positive balance. I’ve had my account . . . closed three times and have pretty much given up (at

least temporarily) on the idea of maintaining a checking account. Additionally, in response to

the claim that the maintenance of a bank account is a sign of stability, I say this: In a labor

market such as ours, where the college diploma has been wholly devalued, where median

wages have remained stagnant for far too long, and where firms dispense of people as if they

were unnecessary appendages, to what degree is financial stability actually attainable? And at

what cost? While people try to adapt to these changing situations, policymakers’ view of

personal finance has remained static. The Federal Deposit and Insurance Corporation (FDIC)

conducts the biannual “National Survey of Unbanked and Underbanked Households.” The

survey classifies respondents as “banked” (they use only banks and credit unions),

“unbanked” (they have no bank account), or “underbanked” (they have bank accounts but

continue to rely on alternative financial services). As of 2013, the year of the FDIC’s most



recent survey, approximately 8 percent of Americans were unbanked and another 20 percent

were underbanked. The picture looks far worse for people of color. One in five African

American households and nearly 18 percent of Latino households are unbanked.Policymakers,

alarmed by these statistics, have been working hard to enfranchise the unbanked and

underbanked. They insist that a formal relationship with a mainstream financial institution will

improve these people’s lives. Convinced that having a bank account enables one to move up

the economic ladder, they paint banks as the good guys and alternatives as the bad guys. This

simplistic view reflects unstated value judgments. Labeling people as un- or under- implies that

they are somehow deficient, that they’ve made the wrong choices.Julie Menin, commissioner

for the Department of Consumer Affairs in New York City, writes that “mainstream banking

services are associated with increased financial stability.” This may be true, but there’s a

chicken-and-egg problem here—do banks make financial security possible for their customers,

or is it the other way around? Do people with financial security make banks possible? From the

evidence I’ve gathered, mainstream banks aren’t doing a whole lot for people who aren’t

financially stable already. Right now, alternative and informal practices do a better job of

serving many people’s financial needs, especially among the many Americans who lack

savings or a stable source of income.My time working as a teller taught me that this reality is

truly complex. Many people—and not just the poor—move in and out of the banking system.

They don’t necessarily “graduate” from alternative to mainstream. Is the term “alternative” still

meaningful when many people use check cashers as a matter of course and may have no

desire to get a bank account?My months at RiteCheck answered some of my questions and

raised new ones. I went on to work as a teller and loan collector at Check Center, a payday

lender in Oakland, California. I staffed a hotline for payday-loan borrowers who were mired in

debt and couldn’t pay off their loans. I interviewed students who had made difficult decisions to

take on debt in order to get the jobs they wanted, though they felt that they were placing other

goals—such as buying a home or having a family—at risk. I got to know people who save,

lend, and borrow money informally in their communities and workplaces—strategies

completely invisible to most of us. I spoke to people who work for credit unions, big banks, and

small mission-oriented banks, to get their perspectives. I met with high-ranking government

officials—some of whom understand our complex current reality and others whose bank-

centered view of economic stability is completely outdated. And I talked to passionate

entrepreneurs who are creating new products, services, and infrastructure to make the

consumer financial-services system work better for all of us.Though my work began in a poor

neighborhood in the South Bronx, I quickly realized that the problem was more widespread

than I had thought. I discovered that chronic financial insecurity is growing among the middle

class. In his book The Great Risk Shift, Jacob Hacker writes that “economic insecurity is not a

problem faced by a small vulnerable segment of the population. It is a problem faced by a wide

swath of Americans . . . Problems once confined to the working poor . . . have crept up the

income ladder to become an increasingly normal part of middle-class life.” A recent study

conducted by the Center for Financial Services Innovation found that 57 percent of Americans

—138 million people—are struggling financially, more than double the number of adults the

FDIC categorized as unbanked or underbanked in its most recent survey.I also learned that

categorizing people as banked or unbanked seems largely irrelevant outside the financial-

services industry. Not a single person I met when I worked as a teller thought of herself in

those terms. Most of the people I met used mainstream, informal, and alternative financial

products and services at different points in life, depending on what they needed and the

resources available to them. What they all had in common was trying to figure out the best way



to manage finances, in order to meet today’s needs and plan for the future. To do this, people

need to be able to trust the financial institutions they patronize and the products and services

they use. Yet fewer people today are willing to put their trust in banks.It’s time to launch a

movement that will pressure the public and private sectors to reform the consumer financial-

services industry, in a way that makes financial health attainable and sustainable for all

Americans. We need an industry that keeps people’s money safe, provides high-quality,

affordable products and services, aligns with our democratic values, and truly serves people, in

the best sense of that word.Right now we’re all underbanked, but not in the way Washington

believes us to be. We’re underbanked because the banks that hold most of our assets do a

lousy job of serving us. Mainstream banking especially doesn’t make sense for many people

who are financially insecure. To figure out what current banking trends mean for them, I

entered the belly of the beast—a small check-cashing store in the South Bronx.

1Where Everybody Knows Your NameThe sky is inky black when my alarm clock gongs at

5:30 a.m. By the time I’ve showered and left the house, it’s 6:20, and I hunch my shoulders

against January’s cold, hurrying the two blocks from my still-quiet house in Brooklyn to the 7th

Avenue F train stop. The bright light of the station is a shock against the dark, sleepy street. I

find a seat easily and settle in for the ride to Manhattan, where I’ll change to the 6 train, which

will take me to the South Bronx. The other passengers are mostly dressed in pastel-hued

hospital scrubs, well-worn steel-toe boots, fast-food-worker and security-guard uniforms. These

are the people who make the city work, who toil for little money and even less financial

security.My down coat conceals my own check casher’s uniform, but my jeans and sneakers

blend right in. Not fully awake yet, I try to re-create the feeling of being back home in my warm

bed by retreating under my hood and closing my eyes.I emerge from the subway at 138th

Street and Alexander in the Mott Haven neighborhood of the South Bronx, next to the police

precinct and across from Mitchel Houses, a ten-building high-rise public-housing project

completed in the mid-1960s. Commenters on a Foursquare site dedicated to Mitchel Houses

warn readers about this area: “Keep to yourself and you’ll survive” and “Don’t come here after

dark. Hide your kids. Hide your wife.” I stop at the Dunkin’ Donuts on the corner of 138th and

Willis for a large tea and a microwaved egg sandwich that will harden into a hockey puck if I

wait too long to eat it. Dunkin’ Donuts is the only national chain on the three-block strip

between the subway station and RiteCheck, the check casher where I work as a teller. The

Bangladeshi cashier, who has commuted to the South Bronx from Queens along with everyone

else who works here, recognizes me and offers me a free donut. I’ve become one of the

regulars. It’s 7:30. The trains have been good to me today, so I’m early for my 8:00 a.m. shift;

I’m supposed to arrive at 7:45 for the shift transition. Sitting at the counter and eating my

sandwich, I lose myself in El Diario, the newspaper of Spanish-speaking New York. They don’t

sell the New York Times and the Wall Street Journal in these parts.“You see that? White

people coming in here now.”Slowly I tune in to the conversation behind me and realize that the

woman who spoke these words is talking about me. Indeed, I am the only white person in the

store.The neighborhood is awake now—mothers with children in uniforms head to school,

people stop into bodegas for a quick café con leche, others, equipped with briefcases or tool

belts, hurry to the train. Marta, my favorite tamale lady, is virtually hidden beneath layers of

sweatshirts and jackets, the scarf around her neck keeping her hood in place and nearly

obscuring her face. Only her dark eyes are visible as she greets me while ladling steaming

arroz con leche from an enormous orange insulated container into a cup for a customer. I can

smell the milky sweetness, the pungent canela, from where I stand. Reaching into her granny



cart, Marta hands me my usual—two pollo con salsa verde tamales. I have my money ready in

my gloved hand and place it on her cart as she bags my lunch. She smiles and then turns to

the next customer. The South Bronx is Exhibit A of what researchers call a “geography of

financial exclusion,” where people tend to use mainstream financial services like banks less

than people do in more affluent places. Its population of 500,000, including many immigrants

and minorities, has only one bank per 20,000 residents. In Manhattan, one bank serves every

3,000 residents. More than half of the residents of Bronx Community Board 1, which includes

Mott Haven, have no bank account; that figure is less than one in ten nationwide.South Bronx

households show evidence of severe financial distress. Almost three-quarters of Bronx

residents have no money left over after paying the bills—that means fewer trips to Dunkin’

Donuts, or to the toy store, or even to the supermarket. What money these residents do have

often moves through informal channels and check cashers like RiteCheck rather than

banks.The South Bronx, encompassed within New York’s 15th Congressional District, consists

of the Hunts Point, Morrisania, Melrose, Tremont, Mott Haven, and Highbridge neighborhoods.

Gentrification may be on its way; a recent article in the New York Times real-estate section

proclaimed that Mott Haven can no longer be defined by old stereotypes like those perpetuated

by the Foursquare site. “It is going through a gradual reinvention,” writes the author, “with

restaurants opening, scruffy buildings getting spiffed up, and apartments being built on gap-

toothed lots.” But the South Bronx is still the poorest area in the United States. Forty percent of

its residents live below the poverty line, and nearly half used food stamps in the year 2010. The

federal government’s Home Owners’ Loan Corporation triggered massive white flight from the

area when it gave vast sections of the area its lowest rating—a D—in 1937.Home to waves of

Polish, Russian, Italian, German, and Irish immigrants through the 1940s, the area flipped from

being two-thirds non-Latino white in 1950 to being two-thirds black or Puerto Rican in 1960. In

1969 the New York City welfare department was accused of “dumping” poor black and Puerto

Rican families into public housing complexes like Mitchel Houses in the South Bronx, and in

that same year the New York City Master Plan deemed 25 percent of the Bronx’s rental units to

be “dilapidated or deteriorating.” An arson epidemic swept through the area in the 1970s; in

1974 there were 34,465 fires in the South Bronx. Urban legend has it that during Game One of

the 1977 World Series, with the Yankees competing against the Los Angeles Dodgers, the

overhead camera panned out to the neighborhood beyond the stadium as Howard Cosell

announced, “There it is, ladies and gentlemen. The Bronx is burning.” Cosell never said those

words, but the phrase became a lasting descriptor of the borough during that era.President

Carter’s 1977 appearance on a burned-out tract on Charlotte Street to “demonstrate a

commitment to cities” was met with shouts of “Give us money!” and “We want jobs!” During his

presidential campaign in 1980, Ronald Reagan returned to the same site to make the point

that Carter had not made good on his promise. President Clinton visited twice, in 1995 and

again in 2007. By then, Charlotte Street had been transformed into a well-maintained strip of

single-family homes. Politicians pointed to Charlotte Street as an urban-policy success even

though the statistics for the South Bronx hadn’t changed all that much. RiteCheck 12 sits in the

middle of the block it shares with two barbershops, a bodega, a store selling medical supplies,

and a large 99 Cent store run by a Chinese family. Most of the two- to seven-story buildings

house apartments above the shops. RiteCheck’s crisp blue-and-white awning looks fresher

than those of the other businesses, and a sign on the door advertises the 24/7 hours. My

sneakers squeak on the lobby’s white tile floor as I pass between the two ATMs that flank the

space. Posters of happy-looking people cover the walls. One announces a program for trading

in unwanted gift cards for cash. Another advertises a way to send money to friends or family



members who are doing time in jail. Along the right-hand wall sit a coin-counting machine and

a copier, along with a counter holding wire-transfer forms for MoneyGram, which enables

customers to send money to people in other countries and within the United States, and

receive it too.Balancing my tea and tamales in one hand, I rap on the bulletproof glass of the

teller window and wave to Tiffany, who is finishing up the night shift. She buzzes me through

the first door and, when it closes safely behind me, opens the second door, which lets me into

the room where we work all day, cashing people’s checks, paying their bills, and selling

stamps, MetroCards, and scratch-off tickets with promising names like “Lucky Dog” and “Black

Pearls.” I clock in and take off my coat, put my lunch in the refrigerator, and set down my tea

and purse.“Morning, Tiffany. How was the night?”“Slow, slow, slow.”I notice the economics

textbook peeking out of her bag. “At least you got some time to study.”“Mmmm hmmm.”Cristina,

the senior teller on my shift, sits next to Tiffany. She is seven months pregnant, her posture

perfectly erect as she works at the back computer, checking the overnight stats.I find “my”

drawer in one of the two gray metal safes along the wall. The safe is nearly my height and

stocked with wrapped bundles of singles, fives, tens, twenties, fifties, and hundreds. One of last

night’s tellers left the drawer there after closing out; it is full of bills and change, with a stack of

neatly rubber-banded MetroCards, stamps, and scratch-off tickets balanced on top. I count

everything, making sure my tallies match those of the receipt in one of the drawer’s

compartments.I set up my station, arranging the drawer in a file cabinet next to me. I turn on

my MoneyGram machine and log into TellerMetrix, the software program we use most often. I

remove the NEXT WINDOW PLEASE sign from the bulletproof glass that separates me from

the lobby and wave my first customer forward. Several years ago I met Joe Coleman, president

of RiteCheck, a small chain of check-cashing stores operating in the South Bronx and Harlem.

A mutual friend had recommended him as a guest speaker for a course I was teaching. That

week, my students had read critiques of check cashers that were as negative as they were

predictable: this “shadow” banking system preyed on the most vulnerable, charging usurious

interest rates and high fees. I had levied those criticisms myself. Even though I had never set

foot in a check-cashing store, I looked forward to calling Joe Coleman to account.He arrived at

my classroom door in a slightly rumpled gray suit, his blue eyes bright behind metal-framed

glasses. The twenty-three students in my class eyed him warily as he sat down next to me at

the long seminar table and greeted them. Coleman began to speak persuasively about the

services RiteCheck provides to the people who live in communities where his stores are

located. “These people don’t have any real alternatives,” he told us. “The banks don’t work for

them. And to tell you the truth, the banks don’t want them.” Surprisingly, his presentation

eventually disarmed us; he was not the calculating shark we had expected.Coleman doesn’t

like the words “alternative” and “fringe” that people use to describe the check-cashing industry.

He prefers the word “transactional” because that’s how check cashers make their money—

more transactions lead to bigger profits. “Let me tell you something about banks and check

cashers, about their business models,” he explained. “Banks want one customer with a million

dollars. Check cashers like us want a million customers with one dollar.” People who use check

cashers come to the physical store frequently—once a week or more. Each individual

transaction doesn’t cost the customer very much—$1.50 to pay a bill, 89¢ to buy a money order

—but these sums add up, which is one reason why people often denounce check-cashing

businesses. Check cashers make their money by paying a lot of bills, selling a lot of money

orders, cashing a lot of checks.When my students asked Coleman about the fees customers

pay to cash their checks, he told us his customers would rather pay a flat fee that they

understand than get hit with unexpected charges and overdraft fees at a bank. He explained



that people trust his tellers and continue to come back week after week, month after month,

and year after year because they find RiteCheck to be less expensive than the local bank, and

because they value the transparency, the convenience, and the service they receive. “Let’s say

a customer gets paid on Friday. If he brings his check to us, he gets his money immediately. He

can pay his bills right away, go food shopping over the weekend. If he goes to the bank, his

check won’t clear until sometime the next week. He’ll be late on his bills. And if he writes a

check and it hits his account before the check he deposited clears, he’ll be hit with an overdraft

fee for more than thirty dollars—much more than the fee he would have paid us.”Coleman’s

visit raised more questions than it answered. Policymakers and consumer advocates claim that

banks are safer and less expensive than check cashers. So why weren’t Coleman’s customers

going to banks?
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Unbanking The Batman

Write to the Point: A Master Class on the Fundamentals of Writing for Any Purpose, Fatal

Invention: How Science, Politics, and Big Business Re-create Race in the Twenty-First Century,

Broke in America: Seeing, Understanding, and Ending US Poverty, Economics for the Rest of

Us: Debunking the Science that Makes Life Dismal, Inventing English: A Portable History of the

Language, The Photography Bible: A Complete Guide for the 21st Century Photographer,

America's War in Vietnam: A Short Narrative History, Payments Systems in the U.S. - Third

Edition: A Guide for the Payments Professional, The Real World of Victorian Steampunk:

Steam Planes & Radiophones, It Happened Here, Leadership, The Financial Diaries: How

American Families Cope in a World of Uncertainty, Magnificent Principia: Exploring Isaac

Newton's Masterpiece, A New New Testament: A Bible for the Twenty-first Century Combining

Traditional and Newly Discovered Texts, The Comanche Empire (The Lamar Series in Western

History), A Way of Being, Streetlights and Shadows: Searching for the Keys to Adaptive

Decision Making, Bourgeois Equality: How Ideas, Not Capital or Institutions, Enriched the

World, Romulus: The Legend of Rome's Founding Father, The Roman Empire and the Indian

Ocean: The Ancient World Economy & the Kingdoms of Africa, Arabia & India, Mayo Clinic on

Healthy Aging: How to Find Happiness and Vitality for a Lifetime

Athan, “Packed with info, strong views and passion. The Unbanking of America is better than a

treatise on US consumer financial services has any right to be.Author Lisa Servon, a university

professor, has dedicated a large part of her life to this book, exploring “unbanked” America

from every possible aspect: the data (which she found inadequate), the literature (often straight

from the author, such as Sudhir Venkatesh of Freakonomics fame), the history of the relevant

regulation (again, under the guidance of experts), a survey of fintech initiatives (straight from

the founders) and, most significantly, the people: the unbanked themselves.For this last bit,

nothing less than proper fieldwork would do. The author got two separate full-time jobs serving

underbanked Americans and volunteered for a third one: as a teller behind the bulletproof

counter at a Brooklyn branch of Rite Check, as a payday loan officer in Oakland with Check

Center and as a helpline operator from her mobile phone for the Predatory Loan Help Hotline

of the Virginia Poverty Law Center. Even her research assistant was enlisted, as a saver with a

http://www.neutronbyte.com/api/Wa18oYTP/e/Eamo/OPMw/DQgbB/The-Unbanking-of-America-How-the-New-Middle-Class-Survives


tanda in South Bronx (an unofficial Rotating Savings and Credit Association).My interpretation

of her findings is that not only have the banks moved away from America’s middle class, but

the definition of what it is to be a middle class American has shifted as well.So, on one hand

the banks’ business model toward serving the less affluent population’s banking needs has

been repurposed to work through (often hidden or, even worse, unfairly calculated) fees for

overdrafts. And following Bill Clinton’s (he’s never mentioned by name) 1994 repeal of

interstate banking restrictions, a large wave of mergers has swallowed most of the small banks

that used to serve neighborhoods, to the point that the author now believes that cash checking

services, which advertise their fees as clearly as a fast-food shop, rather than bury them in fifty

page agreements, offer a better deal to the masses.Moreover, regulation on lending, especially

in the shape of the, generally speaking, well-intended, 2009 CARD act, has made it

unprofitable for banks to lend to the less affluent, with the result that banks have totally

abandoned this segment of the market.But there is a more sinister side to this, and it’s that an

enormous proportion of the US population is less financially stable than its parents’

generation. Special emphasis (a whole chapter) is given to the “millennials” and the book

avoids strident claims, but the point is driven home through a barrage of facts, statistics and

personal testimonies that almost a hundred million Americans are merely “making do” and are

unable to live with the uncertainty inherent in waiting for a check to be cashed by their

mainstream bank, for instance.This is not a story of despair however. The author explores

alternative banking arrangements such as Rotating Savings Corporations and Associations,

visits with private pioneers in providing financial services to the “precariat” and offers a series

of proposals for government programs, including for example a return to a basic account the

Post Office used to offer to savers until 1967.So the book left me optimistic about the future of

the unbanked; or rather, it left me optimistic that their banking needs will soon no longer feature

among their higher sources of stress.One issue at a time!”

Jeffrey Ashe, “What check cashers, payday lenders and loan sharks teach us about how the

poor can survive in America. I found Servon's book a concise and compelling story of how the

ways the poor manage their finances when banks are increasingly uninterested in serving

them. Check cashers charge a lot but their fees are transparent, they know your name and they

are open when you need them. Payday loans serve a purpose but unless you can pay back in

two weeks these loans are almost impossible to pay back. Even money lenders have their role

if you don't get in too deep and payback the loans quickly. The most promising alternative are

the savings circles (ROSCAS) - where a group of ten or so of trusted friends each contribute a

set amount to a pot each week with each in turn taking out the amount collected that week until

all have received their payout. These groups abound in every ethnic community. Where else

can you save up for emergencies, to fix the car, to pay the rent, or even make the

downpayment on a house. Disciplined savings and mutual accountability are the keys to taking

the first steps out of poverty and you don't need to pay interest - well maybe a tip for the

woman who organized the group. Immigrants have a lot to teach us about getting ahead with

almost nothing. The alternatives Servon profiles at the end of the book are a small drop in the

bucket compared to to financial services reality that the great mass of those struggling

paycheck to paycheck face every day. It turns out that financial services for the poor in this

richest of countries are truly third world - and efforts are being made to gut the feeble

protections the poor have against predatory banks.  Highly recommended.”

Ian Robertson, “An Insider's View of Finance for the Masses. In 2000, Robert Putnam wrote 



  

Bowling Alone

  

  

, which traced the decline of an integrated American society into one of segmented and

stratified sub-societies. This book continues that vein by looking specifically at its impact on

financial services.According to Lisa Servon, a professor of city and regional planning at the

University of Pennsylvania, "more than one million people with low incomes have been deemed

ineligible for bank accounts" by the credit scoring system. For this and other reasons, about

8% of Americans unbanked, and another 20% underbanked. So where do they go? Where do

they cash their paychecks, get loans, or transfer money? According to Servon, they use

payday loan services, check cashing companies, and informal networks within their

neighbourhoods - options that seem expensive - even foolish - to those who use regular

banking services (which are also far more expensive than in years past), but they do so both

out of necessity and because those alternative systems serve their needs well.The Unbanking

of America begins by tracing the divergent interests of the banking system and America's

dwindling middle class. While banks strove for wealthier clients and higher margin business, a

changing economy left a growing number of people with less stable or predictable income. For

the banks, weeding out less profitable customers via the aforementioned ChexSystems credit

scoring system proved to be a match made in capitalist heaven. It's hard not to see the

systemic complicity as people become unbanked, but Servon provides just the facts along with

explanations and context. Readers are left to draw their own conclusions about political

implications; those on the right may applaud banks' business acumen and drive for profits,

while those on the left may see it as a failure of markets.Some explanation and context about

the issue can be gleaned from magazine articles or academic journals, but it is the following

chapters - the core of the book - where Servon really shines. She recounts in an easy-flowing,

almost chatty style, her immersive experience working at several alternative financial service

providers. Servon neither works 'under cover' nor shies away from on the record interviews of

the companies' leaders and employees. The result is an objective and sympathetic portrayal of

both the companies and their clients - a surprising and thought-provoking perspective that

presents this segment of the financial services industry quite differently from the prevailing

media and political characterizations, where companies are predatory and their clients

irrational. Rather it is the banks that implicitly come across as predatory, essentially exiling a

large swath of the population to a higher cost, but welcoming and service oriented

alternative.The Unbanking of America has much in common with another recent publication,

JD Vance's 

  

Hillbilly Elegy: A Memoir of a Family and Culture in Crisis



  

  

, in that both are first person narratives about cultures and systems that are foreign to most.

In both books, the insider's viewpoint and warm style gives so much more insight than any

statistically driven narrative could. Highly recommended; a short, quick read that provides

valuable perspective. One publishing note: in my Kindle version the footnotes were not linked,

and I needed to scroll manually back and forth to use them - a serious error in today's digital

world.  Not a reflection on the author's fine work, but nonetheless unfortunate.”

Ajita Chakraborty, “Very interesting read. This book is a product of research of several years by

the author. If you like to read personal finance books then you can go for it. It is written

completely in American � context. The laguage is lucid and the book bears many real life

examples.”

The book by Lisa Servon has a rating of  5 out of 4.6. 134 people have provided feedback.
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