
 
 
 
 
 

 

 

High-Cost Alternative Financial Services 

 

Purpose 

The Central Alberta Poverty Reduction Alliance (CAPRA) has prepared this backgrounder on 

predatory fringe financial services for discussion during the 2017 municipal campaign.   

Description 

Financial Literacy is a critical life skill.  Barriers, such as lack of access to relevant, quality 

financial advice and predatory fringe financial services that target low-income consumers 

prevent many low-income people from achieving financial stability and the assets they need to 

pursue prosperity and escape poverty.  

‘Many Albertans turn to high-cost alternative financial services when they need a short-term fix 

for a financial issue. Though these services are expensive and unsafe, they are often the only 

option for low-income individuals, particularly those who struggle to obtain credit at mainstream 

financial institutions. High-cost alternative financial services contribute to a two-tiered banking 

system, in which the poor often pay more for inferior services. Without more stringent 

regulation, and in the absence of safe and affordable short-term credit options, Albertans living 

on lower-incomes will continue to experience financial exclusion and take on heavy debt loads – 

both of which are major contributors to long-term poverty’.1 

Proven financial empowerment strategies and interventions aimed at helping households to 

build their financial literacy, set financial goals, grow their incomes, reduce debt, save regularly 

and invest in their future are a critical means of building more resilient households and 

communities, while helping more families move out of poverty.  

Local History 

In 2014-15, CAPRA advocated to members of Council with the City of Red Deer, requesting 

that a change to the Land Use Bylaw (LUB) be made to restrict the number of payday lending 

businesses that could take up business in a given city neighbourhood. Councillors Ken 

Johnston and Paul Harris put forward a notice of motion (see Appendix A) in July of 2015. The 

motion that was subsequent adopted. 

No further action regarding changes to the Land Use Bylaw (LUB) has been taken as of this 

date. 

Current Situation 

In 2015, the Provincial Government passed Bill 15, which significantly curtailed the powers of 

payday lenders as well as reducing the cost of borrowing. This has led to the closure of some 

payday lending businesses, and new business strategies for others. Payday lenders are also 

now required to provide financial literacy counselling to all clients. 

                                            
1 Momentum, Summary Briefe: High-Cost Alternative Financial Services, June 2017 

https://www.alberta.ca/release.cfm?xID=41747840F017D-BA4D-A70A-741F47E398B7F6C4
http://momentum.org/files/Publications/Fringe%20Financial%20Summary%20Brief.pdf
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Poverty Reduction actors and strategists are now focusing on the broader scope of high-risk, 

high-cost lending options, such as: 

 

According to Joe Fantauzzi, “Providers of high-cost alternatives are located primarily in lower-

income neighbourhoods. Research indicates that people access these services for the same 

reasons they obtain payday loans, and fit within similar demographic groups.”2 

Municipal Government Role 

Local government can play a role in mitigating the impact of predatory fringe financial services, 

through: 

- Land Use Bylaw, which can restrict the number of fringe financial services providers in 

specific neighbourhoods 

- Support the development of financial literacy initiatives 

- Advocate to Provincial and Federal governments for regulatory changes that protect 

consumers from predatory financial services 

- Reduce barriers through the policies and procedures that demand citizens pay costs 

upfront and does not take into account mitigating circumstances. 

Resources 

Momentum: High-Cost Alternative Financial Services: The Customer Experience 

Prosper Canada: Financial Literacy and People Living on Low Incomes  

Vibrant Communities Canada: Poverty Costs 2.5 

 

                                            
2 Joe Fantauzzi, Predatory Lending: A Survey of High Interest Alternative Financial Service Users 
(Toronto: Canadian Centre for Policy Alternatives Ontario Office and ACORN Canada, 2016), 

http://www.momentum.org/files/Publications/Part%202%20Experiences%20with%20High%20Cost%20Financial%20Services.pdf
http://prospercanada.org/getattachment/ace18204-262c-4680-bb1e-8135b78e3dba/Financial-Literacy-and-People-Living-on-Low-Income.aspx
http://vibrantcalgary.com/wp-content/uploads/2017/02/Poverty-Costs-2.5.compressed.pdf

