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Executive summary
Context
Cheque usage in the UK has been in decline 
for more than 20 years. Yet despite a fall in 
popularity cheques remain a preferred and 
trusted payment option for many, making a 
significant contribution in support of the UK 
economy and wider society. As such, the UK 
banking industry is committed to ensuring 
that cheques always remain available for 
those who wish to use them. The Cheque and 
Credit Clearing Company (C&CCC), which 
manages the GB cheque clearing process, has 
undertaken extensive research to identify ways 
to make the continued use of cheques cost-
effective, efficient and practical. Cheque image 
processing, replacing the physical processing 
of paper cheques with electronic processing 
of the actual image of the cheque, has been 
chosen as the preferred way forward. The aim 
of introducing cheque imaging is to protect the 
future of cheques so that people can use them 
for as long as they want and to deliver faster 
clearing timescales.

The Project
This project aims to explore the impact of the 
new cheque imaging clearing process on low 
income, excluded and/or vulnerable consumers 
and sole traders. This has been done by: 
analysing existing literature looking at cheque 
usage in the UK; interviews with representatives 
of the third party cheque cashing industry, as 
well as their respective trade associations, and 
a survey of their customers; and 25 in-depth 
interviews to gain a deeper understanding 
of their financial needs, the reasons they 
use non-bank cheque cashing services, and 
the potential impact if there were to be any 
significant changes to the financial services 
they use.  

Despite populating high streets in Britain for 
many years, cheque cashing has received very 
little research or public policy attention. As this 
research finds, there are no concrete numbers 
for how many people actually visit these shops 
every year. That said, we know it is a very niche 
service and caters for a relatively small number 
of people.

Aims and scope
The main aim of the research was to identify the 
impact, both positive and negative, on vulnerable 
and excluded consumers and sole traders that 
might arise as a result of the switch to cheque 
image processing. The key objectives were: 

1.  To explore the current use of mainstream 
and alternative cheque-cashing facilities by 
consumers;

2.  To explore the third party cheque cashing 
services and understand more about their 
customers;

3.  To identify the needs of consumers, 
particularly those on low incomes, in having 
access to cheque-cashing facilities;

4.  To explore the potential changes in the way 
in which third party cheque-cashing service 
providers may alter their business model and 
services as a result of the switch to cheque 
image processing;

5.  To identify the potential impact of such 
changes in cheque-cashing services on low-
income, vulnerable and excluded consumers.

Summary of findings from the 
customer survey
We surveyed 120 customers from a range of 
third party cheque cashing services. Looking 
at who uses cheque cashing, why, and what 
would the impact be for them of receiving the 
balance on a cheque more quickly (an outcome 
of cheque imaging), we found:

•  29 per cent were on benefits or a pension, 
15 per cent earned £13,000 or less, 25 per 
cent earned £13,000 to £20,000 and 27 per 
cent earned between £20,000 and £30,000. 
Only two respondents gave incomes above 
£30,000.

•  The majority self-defined as regular 
customers. Access to money straight away 
was the most commonly cited reason for 
using cheque cashing shops (78 per cent) 
followed by not having a bank account (24 
per cent) and then being close to where the 
respondents live (10 per cent). Among those 
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who used the service regularly (once a month 
or more) 58 per cent did so because they 
didn’t have a bank account. Only 2 per cent 
said they used the services because they 
didn’t want a bank account.

•  60 per cent of respondents in total would 
still use a cheque cashing service if the price 
rose (including 50 per cent of those who use 
it regularly). 28 per cent would use a bank 
and 12 per cent would find another service. 
Among those without a bank account 69 per 
cent would continue to use the service and 
24 per cent would use a bank.

•  58 per cent of respondents liked the idea of 
being able to get the money from a cheque 
in the next weekday from their bank account, 
and 47 per cent liked the idea of being able 
to use a smart phone to pay-in a cheque.

•  61 per cent of respondents would use 
another service or a bank if they couldn’t 
access the cash straightaway in store, 
demonstrating the importance of quick 
access to cash for cash chequing customers.

•  54 per cent of respondents would open or 
use a bank account if cheque cashing were 
no longer available but 29 per cent would 
use another service instead. 65.5 per cent of 
those who don’t have a bank account would 
open or use one if cheque cashing were no 
longer available.

Summary of findings from 
customer interviews
What comes through very strongly is the need 
to have access to the value of a cheque, in 
cash, quickly. At the moment the time it takes 
to get a cheque cleared through a bank is 
considered too long. The necessity of quick 
access to that cash outweighs the burden of 
paying a premium for the service, though this is 
not to say that these participants don’t have a 
cost-focus. 

However, we estimate that if costs potentially 
associated with cheque imaging are passed on 
to customers and the clearing time is reduced, 
a number of customers will start to see opening 
a bank account as the only reasonable thing to 
do (but not all of them).

That said, customers recognise the 
convenience of being able to do a variety of 
transactions in one place, in the way a money 
service business like cheque cashing shops 
can do, and can often be a lot more cost-
effective for someone working long hours than, 
say, cashing a cheque in one place and sending 
money home in another. It is an established 
competitive advantage of cheque cashing 
shops.

We estimate that for some customers of 
third party cheque cashing services using 
a bank account after the introduction of 
cheque imaging will be more appealing, even 
advantageous (which evidently suggests that 
for some customers not having a bank account 
is a choice). For others the need for cheque 
cashing services and what they can provide 
(instant access and a central point for all non-
traditional financial needs) will remain. This 
would remain the same even if prices of using 
cheque cashing services were to rise (because 
while some customers see price rises as a final 
straw, a not insignificant number of them don’t). 
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Summary of possible future scenarios
We identifi ed four possible future scenarios for the 
customers of the third party cheque cashing industry 
after the introduction of cheque imaging, which vary in 
their likelihood of coming to fruition: 

1.  Cheque cashing remains but becomes more 
expensive. In this instance, price competition will 
become even more important than it currently is for 
customers and a large number of customers who do 
have access to a bank account will no longer see the 
price being worth paying for instant access. They will 
perhaps even see the reduction in clearing time as 
a fair balance. For those unbanked (either by choice 
or other reasons) being able to use cheques will 
become a lot harder. Paying a fee to redeem the cash 
will continue to be a part of their ‘poverty premium’ 
and the lack of a range of other fi nancial services will 
continue to be a signifi cant burden.

Income
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    What I do today

    Find another service

    Use a bank

    other

3.  Cheque cashing remains but shrinks 
considerably. Given that for some of the small-
medium sized cheque casher representatives 
the total amount of their business dedicated 
alone to cheque cashing was between 5-30 
per cent, business models might change 
significantly in the next few years anyway 
resulting in some services closing down. 
Money service businesses will no longer 
concentrate on cheque cashing but a more 
profitable part of that business, such as 
currency exchange. The effect this will 
have, which is already happening anyway 
according to representatives, is that particular 
businesses will see a sharp increase in cheque 
cashing customers because of the closure of 
local competition. The new volumes of people 
visiting particular businesses might mean 
those businesses are better able to absorb 
the costs associated with cheque imaging 
such as anti-fraud measures. While there may 
be a shrink in service competition this has as 
much to do with customer use anyway. For 
customers, prices may not have to change.

    yes

    no

    undecided

2.  Cheque cashing remains as one part of a 
diverse number of other products. In this 
instance it is entirely feasible businesses can 
avoid passing on costs to customers through 
diverse product range and cross-subsidising. 
Another possibility is that through use of 
cheque imaging from the cheque cashing 
industry, labour hours can be reduced to the 
extent where costs associated with anti-fraud 
measures are returned through no longer 
having to physically transport cheques to a 
bank every day. For this reason cheque cashing 
representatives are encouraged to balance both 
the costs and savings for their business as a 
consequence of cheque imaging. 

If the cost of cashing a cheque 
increases what will you do?

If you couldn’t access your 
cash in store straight away 
would you use another service 
or use a bank?
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4.  Cheque cashing services, at least from third 
parties, come to a close altogether. Some 
businesses will see the way the market 
is going and decide to close the cheque 
cashing element of it altogether. Consumers 
are using fewer cheques and clearing can 
be done faster today, so their unique selling 
point is being shrunk. Unless alternatives 
for former cheque cashing customers are 
communicated properly, including access 
to basic bank accounts, the closure of the 
third party cheque cashing industry could 
have very detrimental effects. Those who 
are unbanked by choice may have to open a 
bank account out of necessity. 

Conclusions 
Our analysis shows that in 2015 adults aged 
65 and over wrote 21 per cent of all cheques 
written by consumers. Those between the 
ages 55 to 64 wrote a further 15 per cent of 
consumer cheques. Between January 1 2014 
and January 1 2015, 51 per cent of adults aged 
65 and over wrote cheques, with 31 per cent of 
them writing cheques at least once a month or 
more frequently. By contrast, 84 per cent of 16 
to 34 year olds now say that they never write 
cheques. Interestingly this entirely changes 
when we specifically look at users of the third 
party cheque cashing industry: some 62 per 
cent of customers were between the ages of 
24 and 34. When we asked representatives 
of the industry to estimate the age group for 
their customer base, the medium and larger 
sized shop representatives said that customers 
tended to be between 18 to 35 years old.

Our research finds that 29 per cent of cheque 
cashing customers are on benefits or a 
pension, 15 per cent earned £13,000 or less, 
25 per cent earned £13,000 to £20,000 and 27 
per cent earned between £20,000 and £30,000. 
Only two survey respondents gave incomes 
above £30,000. The majority self-defined as 
regular customers. Access to money straight 
away was the most commonly cited reason 
for using cheque cashing shops (78 per cent) 
followed by not having a bank account (24 
per cent) and then being close to where the 
respondents live (10 per cent). Among those 
who used the service regularly (once a month 
or more) 58 per cent did so primarily because 
they didn’t have a bank account. Only 2 per 
cent said they used the services primarily 
because they didn’t want a bank account.

To assess what effect cheque imaging would 
likely have on existing customers of the third 
party cheque cashing industry, to see whether 
they would change their provider, 58 per cent of 
respondents liked the idea of being able to get 
the money from a cheque in the next weekday 
from their bank account, and 47 per cent liked 
the idea of being able to use a smartphone 
to pay-in a cheque. Whilst we still don’t 
necessarily get the sense that this will lead to a 
material change for consumers because there 
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might be other reasons for why they don’t have 
a bank account, it does give a sense of what 
attracts some people to cheque cashing and 
away from bank account usage.

In the round, we believe that a good deal of 
existing cheque cashing customers will take a 
keen interest in cheque imaging – over time – 
and see the reduction in clearing time (from the 
current time, which most banks will advertise as 
being around four working days) as something 
attractive to them. However we don’t believe 
this will necessarily be enough to draw all 
of those people away from being cheque 
cashing customers. While there certainly is a 
clearing time reduction, it is not the same as 
the immediate service provided by a cheque 
cashing shop. As this research shows, access 
to the cash – even with the associated cost 
premium – is the most important reason for why 
cheque cashers attract custom.

Cheque imaging presents an opportunity for 
more people who might otherwise be resigned 
to using alternative financial services, who 
perhaps do not want to pay the associated 
premium, to see mainstream services as a 
realistic option for them. A faster clearing time 
would certainly appeal to some of the needs 
raised in this report such as quick access to 
the principle value of a cheque. But there are 
other issues on the periphery of this debate 
that need addressing. For example, during the 
cheque cashing customer interviews we found 
on a number of occasions examples where a 
bank account was sought after but denied for 
a variety of reasons. Some of those reasons 
were, on the face of it, inadequate. We cannot 
prove one way that it was the individual bank 
or bank clerk’s fault, or a misunderstanding 
on the part of the applicant, but either way we 
recognise a problem that could be contributing 
to the “poverty premium” (where people, by 
virtue of their income or the level of social or 
financial exclusion they face, pay the most for 
essential services and goods). We need to be 
quite clear in explaining to these customers 
about the rules on accessing a basic bank 
account. Consumers who face an ID or 
verification issue need to know that if they are 
refused access to banking facilities on one day 

that it doesn’t mean they’ll never be able to get 
access to those facilities in the future. We mean 
quite specifically those people we interviewed 
who told us they couldn’t get access to a bank 
account because they didn’t have a National 
Insurance number or because they were 
currently renting accommodation.

As for cheque imaging, the next steps could be 
to prepare an information campaign addressing 
the benefits of cashing cheques through a 
bank account with its much faster clearing time 
than currently, with a particular focus on those 
on low incomes or who may well be using 
third party cheque cashing services because 
they feel they have little choice otherwise. 
The advantages of cheque imaging, namely 
the ability to receive the principle value in a 
reduced timeframe, must speak to the people 
for whom it will benefit the most in society.

Cheques are by no means a modern form of 
payment but they serve an important purpose 
for a large proportion of UK consumers. 
Many are still paid in cheque and many of 
those people, while not exclusively, will be 
on low incomes. It’s important that with any 
change to a service or product that we pay 
special attention to any possible unintended 
consequences that may occur. We hope this 
research report addresses some of those 
possible consequences with regards to cheque 
imaging and helps firms to avoid them.
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