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CHAPTER 1  Over-indebtedness - the background 
 

Over-indebtedness threatens the Government’s goal 
of improving the well-being of its citizens and is 
therefore of serious concern.

 
1.1 Credit is an everyday feature of life for many people in the United 

Kingdom, whether borrowing from a bank or deferring payment for 
essential services such as water or electricity.  It enables consumers to 
manage finances better, providing them with the freedom to match 
spending to need and opportunity rather than being constrained entirely 
by immediate savings levels or pay dates. Importantly it enables 
consumers to spread the cost of significant purchases over a longer 
period so as to enjoy to the full the benefits of products and services 
during their lifetimes. Mortgages are obvious examples of products that 
achieve this. 
 

1.2 The Government’s macroeconomic framework has delivered stability and 
rising prosperity, and people are now more confident in taking on 
personal debt.  However in a small minority of cases credit and other 
forms of debt can become a problem, leading to over-indebtedness.  
 
What is over-indebtedness? 
 

1.3 There is no generally accepted definition of over-indebtedness, but a 
range of factors are relevant, including both objective factors -- such as 
the ratio between debt and earnings -- and subjective factors -- including 
an individual's own perception of their situation and of the pressures 
which this brings to bear.  Chapter 2 looks at these in detail. In broad 
terms, however, someone is over-indebted if they are struggling to keep 
up with payments and are suffering real financial hardship as a result. 
 
Causes of problem debt 
 

1.4 Individuals may find themselves over-indebted and struggling to keep up 
with payments for a number of reasons.  Those lacking essential financial 
skills, including the ability to budget sensibly, may over-commit 
themselves by taking on excessive debts.  Sudden changes in 
circumstances, such as the loss of a job, illness or family breakdown, may 
cause financial difficulties.  These sorts of shocks may affect all income 
groups, but may be more likely to lead to over-indebtedness for those 
households with lower incomes. In addition low household income itself 
has been identified as a cause of problem debt, with families needing to 
borrow to meet immediate needs or meet payments on existing debt. 
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1.5 Financial exclusion also contributes to the creation of problem debt for 
some consumers.  Those who are deemed to be poor credit risks are less 
likely to have access to mainstream borrowing and will be reliant on more 
expensive forms of credit, increasing the risk of over-indebtedness.  In the 
worst cases individuals may end up borrowing from illegal sources. 
 

1.6 In order to improve our success rate in tackling over-indebtedness, the 
causes of problem debt need to be better understood (more of which 
later). 
 
Effects of over-indebtedness 
 

1.7 There is no doubt that for the small minority of people who do experience 
problems over-indebtedness can have real personal consequences -- 
leading to stress and illness and making it more difficult to gain access to 
financial services, including affordable credit, thereby compounding the 
problem.  Over-indebtedness may also have a significant cost for society 
as a whole, for example in terms of productivity, health-related costs and 
welfare benefits. 
 

1.8 Over-indebtedness is therefore an issue of serious concern to the 
Government, since it threatens our goal of ensuring the well-being of all 
our citizens and hinders attempts to eradicate financial exclusion.  
 
Government action on over-indebtedness 
 

1.9 The Government recognises that, in a minority of cases, personal debt 
may become unmanageable and lead people into financial difficulty, with 
potentially serious consequences – financial and otherwise – for them, for 
their families, and for society as a whole.  
 

1.10 The Government wants to minimise the number of people experiencing 
problem debt, and to ensure that help is on hand for those who do 
become over-indebted. Policy towards achieving these aims must, 
therefore, focus on prevention as well as cure.  It was for this reason that 
the Government drew up an Action Plan for tackling over-indebtedness in 
2004 and has been updating and reporting on its strategy annually.  
 

1.11 The fundamental requirements for minimising problem debt are a stable, 
well-managed economy and an efficient, well-regulated market for 
personal credit in which lenders lend responsibly and borrowers borrow 
responsibly, with access to appropriate information and advice.   
 

1.12 In light of the range of factors contributing to over-indebtedness, the 
Government's strategy has included action in the areas of:  
 
• providing access to affordable credit; 

 
• improving financial capability; 

 
• encouraging savings and asset ownership; 
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• tackling poverty through the promotion of work;  

 
• bolstering consumer protection -- ensuring that consumers get 

appropriate information, that responsible lending is underpinned, that 
malpractice is prevented and that borrowers have access to redress; 
 

• supervision/enforcement -- for example against loan sharks and to 
ensure that debt collection is not oppressive; and  
 

• providing debt advice. 
 

1.13 In the recent CSR/PBR, the Government identified five areas in which 
specific action to tackle over-indebtedness will be taken forward:  
 
• helping those most vulnerable to the causes and consequences of 

problem debt, using the £130 million Financial Inclusion Fund for 
2008-11 to support the continued provision of free debt advice for 
financially excluded people, and widen access to affordable credit; 
 

• improving consumers’ financial decision-making to prevent problem 
debt, through the financial capability action plan to be published in the 
Spring, including the Government’s response to the Thoresen Review 
of Generic Financial Advice; 
 

• recognising the role of saving to increase personal financial resilience, 
including promoting access to savings opportunities through ISAs and 
the Child Trust Fund, and taking forward feasibility work into the 
system requirements to enable the roll-out of the Saving Gateway;  
 

• acting on evidence of specific indicators of problem debt, including 
mortgage repossessions and Individual Voluntary Arrangements 
(IVAs), building on the regulatory framework through the FSA’s work 
reviewing mortgage regulation, and Insolvency Service work to agree 
a protocol for IVAs by the end of the year; and 
 

• completing a new review of current evidence on the causes of 
problem debt.  

 
1.14 In the longer term, the Wealth and Asset Survey (WAS), which is the first 

large scale survey tracking households movements into and out of debt, 
will be a key tool for devising policy to combat over-indebtedness – both 
policy to tackle the causes of and the solution out of over-indebtedness. 
The survey is currently in the field, and can be expected to produce useful 
results early in the next decade. Indeed the review of the current evidence 
on the causes of problem debt is expected to provide a steer for what 
initial research will be conducted on the data. 
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1.15 The Annex to the Report sets out in more detail how we will take work 
forward building on our achievements to date. 
  
Measuring our success 
 

1.16 It is difficult to measure our success in tackling over-indebtedness as a 
whole as there is such a large range of factors affecting levels of debt -- 
e.g. the wider economic situation and, in particular, interest rates -- any 
one of which may change. For this reason crudely measuring overall 
levels of over-indebtedness at any one time would probably not give an 
accurate indication of the extent to which our strategy is working.  Our 
approach has therefore been to identify those factors which contribute 
directly to over-indebtedness and to devise specific action to deal with 
them.  We can then measure the success which the resulting individual 
programs and work streams have in dealing with these factors.  Our 
strategy since 2004 has reflected this approach.  For example, we will be 
evaluating the success of the Face-to-Face debt advice project later this 
year and early in 2008.  The Face-to-face debt advice project already 
received an initial evaluation during the project’s start up phase which 
suggested it was meeting its objective to target areas and groups 
suffering high financial exclusion. The next evaluation will be the main 
stage evaluation, now that the project is fully up and running following 
the successful recruitment of over 500 debt advisers.     
 
Role of industry, the voluntary sector and individual consumers 
 

1.17 The Government is committed to helping both those households and 
those individuals who are already in difficulty, or at risk from 
experiencing problem debt, but Government alone cannot prevent over-
indebtedness. Industry, the third sector and borrowers themselves also 
have an important role to play.  Industry can maintain high standards of 
customer service across the board, including in the important areas of 
consumer information and responsible lending and, indeed, industry has 
continued to work to drive up its standards in a number of areas over the 
past year.   
 

1.18 The third sector continues to work in partnership with both industry and 
Government to deliver key objectives such as providing advice to those in 
financial difficulty.  And, of course, individual borrowers have a 
responsibility to take sensible decisions on the basis of sound 
information, taking advantage of financial education and awareness 
opportunities as well as the various sources of advice available to them.  
 

1.19 Much of the Government's action -- for example the updating of 
consumer protection legislation and improving consumers’ financial 
decision-making -- will support consumers' own efforts to avoid over-
indebtedness.  This illustrates the importance that all players work 
together to tackle over-indebtedness. 
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CHAPTER 2 Economic Update  
 

2.1 The aim of this chapter is to set out an updated analysis of the debt 
situation since last year’s report, covering: 
 
• analysis of UK personal debt across all households; 
 
• analysis of problem debt, including arrears and personal insolvencies; 
 
• individuals’ own perceptions of debt burden; and 
 
• analysis of the number and characteristics of those households 

meeting various indebtedness indicators and of the type of credit 
held. 

 
2.2 The analysis includes data up to the end of June 2007, which is a year on 

from the data set out in the 2006 annual report. However where there 
have been more recent developments that have been particularly 
significant, for instance any changes in the overall macroeconomic 
environment, these changes have been included.  
 
Summary  

 
2.3 Overall, changes in economy-wide household debt, the number of 

individuals suffering from problem debt and changes to relevant 
macroeconomic factors since the publication of the August 2006 annual 
report have had a number of opposing impacts on the degree to which 
households can be said to be struggling with debt. However, the longer-
term trend would, on balance, tend to suggest that debt is becoming a 
problem for an increasing number of households.  

 
2.4 On one hand there are a number of factors that tend to point to debt 

becoming an increasing problem. The debt to disposable income ratio 
across the household sector continues to increase, driven by the growth 
in secured lending. The number of properties taken into possession is 
higher than in the recent past, though they remain a small proportion of 
total home loans and low by recent historical standards. Additionally, 
both the level and rates of debt write-offs have continued on an upward 
trend, especially debt written off on credit cards. On the macroeconomic 
front, the Bank of England has increased the base rate by 1.25% since 
July 2006 to 5.75% and the full impact of this is still working its way 
through the economy.  In addition, the recent global ‘credit crunch’ – 
triggered by concerns about the US sub-prime mortgage market – is likely 
to have further implications for the UK economy, with the possibility of a 
slowing down in the housing market and consumer spending. 

 
2.5 On the positive side, the household debt to total assets ratio, which 

includes both financial and housing wealth in total assets, has remained 
little changed since 2002. The most recent data for the year 2006 shows 
that the ratio is just under 17%, within one percentage point of the ratio 
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for each year since 2002. This shows that households retain a good level 
of asset coverage which they could potentially call on to meet debt 
obligations, albeit one that is seeing housing wealth becoming a larger 
share of total wealth. In terms of problem debt, mortgage arrears as a 
percentage of the total stock of mortgages remained relatively stable 
during the last year, at very low historical levels, and they count for a 
small proportion of total mortgage loans. Personal insolvencies in 
England, Wales and Northern Ireland and debt management programmes 
across the UK have shown signs of being on a downward trajectory since 
the beginning of 2007, though it is too early to say whether this will be a 
trend that will be maintained over a longer period of time, especially as 
credit conditions have significantly changed since the end of June. 
Individuals’ own assessment of their ability to service their bill and credit 
commitments has also improved over the course of the last year 
according to an annual FSA survey, with, most significantly, the number 
of people reporting they were able to keep up with repayments without 
any difficulty rising from 57% to 66%. Finally, on the macroeconomic 
front, a strong labour market, continuing strong economic growth and 
relatively low inflation and interest rates still indicate an economy that 
continues to perform strongly.  
 
Analysis of aggregate household debt   

 
2.6 This section reviews the macroeconomic picture, the cost of and growth 

in consumer borrowing, and explores the degree to which individuals 
may be overstretching themselves, by looking at debt to income and debt 
to financial asset ratios to give a fuller view of the household sector’s 
debt burden. 
    
The macroeconomic environment  

 
2.7 The global economy grew at a brisk pace in 2006, largely due to rapid 

GDP growth in China, India and Russia. In the UK, the Government’s 
macroeconomic policy framework continues to deliver an unprecedented 
period of growth: UK GDP has now expanded for 61 consecutive quarters. 

 
2.8 Alongside this strong growth, the UK labour market remains robust. The 

unemployment rate in July 2007 stood at 5.4%, and has been almost 
unchanged since a year earlier. Over the same period, employment has 
remained fairly constant and at record highs of around 29m, with the 
employment rate for people of working age remaining similarly stable, 
standing at 74.4% in July 2007. 

 
2.9 The Monetary Policy Committee (MPC) has maintained the base rate at 

5.75% since it increased by 25 basis points in July 2007 in order to 
maintain a stable macroeconomic environment, and attempt to bring 
about a fall in consumer price inflation (which peaked at 3.1% in March 
2007) back down to around the Government’s 2% target. However, 
consumer price inflation has since fallen off month on month, and stood 
at 1.8% in August 2007. 
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2.10 Moving on to the situation in the international oil markets, strong growth 

in global oil demand, rising costs of production, low stocks in OECD 
countries and increased market concerns over geopolitical supply risks 
pushed crude oil prices to an all-time nominal high of over $90 per barrel 
in October 2007. In real terms, however, oil prices are still below their 
peaks of the 1970s and early 1980s. 

 
2.11 Developments in global credit markets have led to higher market interest 

rates across almost all developed and emerging markets. In the UK, 
Northern Rock, a mortgage bank, experienced particular liquidity 
difficulties as a result of its relative reliance on wholesale funding. The 
Chancellor authorised the Bank of England to provide special liquidity 
support to Northern Rock and made arrangements to guarantee deposits 
in the bank. These measures have been taken to avert a genuine threat to 
the stability of the financial system and in order to avoid a serious 
disturbance in the wider economy.  

 
2.12 It is too soon to quantify rigorously the effect of higher market interest 

rates feeding through to tighter credit conditions and to household and 
company spending. However, over the medium term recent financial 
market disruption presents clear risks to economic prospects. The longer 
inter-bank interest rates remain elevated, the greater the risk of this 
feeding through into retail lending rates and tighter credit conditions 
more generally, with potential knock on effects for consumer spending 
and the housing market. 

 
2.13 Looking ahead, the UK economy is well placed to build further on its 

recent performance, and UK GDP is forecast by HM Treasury to grow by 
3% in 2007, faster than any other G7 economy. 
 
Consumer lending  
 

2.14 Figure 1 reports monthly annual growth rates for secured and unsecured 
lending to individuals. Since June 2006, the monthly figure for the annual 
net growth rate of unsecured lending has declined, while the growth rate 
of secured lending has remained fairly flat. Specifically, the 12-month 
growth rate of unsecured lending fell between June 2006 and June 2007 
from 7.5% to 5.2%, continuing the consistent downward trajectory that 
began at the start of 2005. By contrast, the 12-month growth rate of 
secured lending has remained flat during the same 12-month period, and 
has fluctuated in a tight band between 10.9% and 11.5%. The longer-term 
trend for secured lending shows that the growth in net lending peaked in 
mid-2004 at around 15%, before declining by about a third of its rate to 
around10%. It has since risen to around 11% and its growth up to and 
including June can be said to remain robust. 
 



Figure 1: Monthly 12-month growth rate of net lending
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Source: Bank of England, Monetary & Financial Statistics Interactive Database (seasonally 
adjusted, sa)  
 
Effective (average) interest rates 
 

2.15 Figure 2 reports monthly data on the effective interest rates charged for 
lending secured on dwellings, which is the average cost of secured 
borrowing across the entire household sector, and includes both fixed 
and variable rate mortgages. The importance of monitoring this specific 
price of debt can be appreciated when one considers that around three-
quarters of total household borrowing is made up of mortgage debt.  

 
2.16 The effective interest rate has been on the rise since July 2006. The rate 

stood at 5.8% in June 2007, 0.5 percentage points higher than a year 
earlier.  

 
2.17 It is interesting to note that while the Bank of England has raised interest 

rates by 1.25 percentage points since July 2006, the effective interest rate 
that households face on their loans secured on dwellings has only risen 
by about 0.5 percentage points during the year. This slowness in the 
speed of response at least partly reflects the fact that 50% of outstanding 
mortgages are now fixed-rate mortgages. This also means, however, that 
the effective interest rate is likely to increase beyond June, as more fixed 
rate mortgage holders’ deals expire. 
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Figure 2: Effective interest rate for lending secured on dwellings
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Source: Bank of England, Monetary & Financial Statistics Interactive Database (not 
seasonally adjusted, nsa)  
 
Debt to disposable income ratios  
 

2.18 Comparing household debt to income and asset levels is important 
because it enables an assessment of the household sector’s real exposure 
to debt, which is not provided by levels of debt. The relevant income ratio 
shows how readily debt can be covered out of current income, while the 
asset ratios show how well consumers are potentially able to cover debt 
out of their stock of assets – the potential ability of assets to cover debts 
in the short run is likely to be dependent on the relative liquidity of the 
asset class in question. These ratios thus help inform views about the 
level of exposure consumers face from debt at different points in time, 
from a potential shock to the economy.  

 
2.19 Turning first to look at debt to disposable income, figure 3 shows that the 

ratio of total household sector debt1 to disposable income has continued 
to rise, from 142% in Q2 2006 to 152% in Q2 2007.  
 

2.20 This rise has been driven by the expansion of secured debt, which has led 
to the secured debt to disposable income ratio increasing from 118% in 
Q2 2006 to 128% in Q2 2007. By contrast, the unsecured debt to 
disposable income ratio has remained static at around 24-24.5% between 
Q2 2006 and Q2 2007.  
 

                                                 
1 ONS household debt is split into secured, unsecured and other debt. Other debt is 
mostly made up of sole trader debt and has been excluded from the analysis as not 
actually representing the type of personal household debt that we are attempting to 
analyse. This gives a series consistent with Bank of England data on household debt.  
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Figure 3: Household sector debt to disposable income ratios
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Debt to financial asset ratios  
 

2.21 Figure 4 reports quarterly data for a number of household debt to 
financial assets ratios, which includes a mix of both liquid (money or 
relatively easily converted into money) and more illiquid assets such as 
long-term loans.2 
 

Figure 4: Household sector debt to financial asset ratios
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2 Financial assets includes: currency and deposits; security holdings (including bonds, 
shares and equity holdings); short and long-term loans; insurance technical reserves 
(provisions of insurance corporations and pension funds to meet future claims by 
policyholders); and other accounts receivable (including trade claims and advances). 
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2.22 As can be seen, the ratio of total household debt (secured and unsecured 
debt) has risen significantly since 2000 from around 20% to 33% currently, 
driven primarily through the rise in the ratio of secured debt to financial 
assets. The more recent trend, since the initial steep rise at the beginning 
of the decade, has however been for the headline debt to financial asset 
ratio to have flattened off. Indeed the high point of the ratio of 34.3% 
occurred in Q3 2004, with the ratio falling back to 31.5% in Q1 2006. Over 
the course of the last four quarters, the ratio has been static and now 
stands at 33.2%, somewhat below the high from Q3 2004. As the growth 
in unsecured debt has fallen (as reported in figure 1), the unsecured debt 
to financial assets ratio has continued to decline, and now stands at 5.3%. 

 
2.23 Across all households the most significant asset held, albeit a relatively 

illiquid asset, is housing. Data for the level of housing wealth held is not 
available on a quarterly basis. The most recent data for the level of 
housing wealth held by the household sector is from 2006, and shows 
that £3.7trillion was being held. Between 2005 and 2006, housing wealth 
grew at almost 11%, and since 2000 this increase is just short of 88%. In 
total, household wealth including both housing and financial assets was 
£7.5trillion in 2006, with household secured and unsecured debt equal to 
approximately 17% of this figure.     

 
2.24 In conclusion, while the movement in the debt to income ratio continues 

to be a one-way upward movement, the debt to financial asset ratio, 
having risen significantly in the first three years of the decade has since 
remained fairly constant. The increase in secured debt has been offset by 
the corresponding growth in housing wealth, both driven by the increase 
in the price of housing. Obviously, however, if house prices begin to fall, 
while the level of secured debt will remain unchanged the value of 
housing assets will decline, reducing the ability to service debt 
obligations.    
 

Analysis of problem debt 
 

2.25 In contrast to the previous section, which dealt with debt at the aggregate 
level, the following section explores the degree to which households 
experience problems with over-indebtedness. 
 
Mortgage arrears and repossessions 
 

2.26 Figure 5 reports half-yearly data for mortgage arrears as a percentage of 
the total stock of mortgages, with the most recent half-yearly data 
showing the total stock of mortgages standing at just under 12 million. 

 
2.27 Comparing arrears data between the first half of 2007 (H1 2007) and a 

year earlier (H1 2006), the proportion of those mortgages with arrears 
over three months as a stock of the total number of mortgages is little 
changed at around 1.1%. However this masks significant downward 
movement in the actual numbers of mortgage arrears. For the entire stock 
of mortgages more than three months in arrears, this fell by 3.4% 



between H1 2006 and H1 2007 to 125,100 mortgages. An even larger fall 
occurred in the number of mortgages with arrears of more than six 
months, which decreased by 9.0% from a figure of 58,600 to 53,330 over 
the same period, representing less than 0.5% of all mortgages. By 
contrast, there was a small increase of 1.3% to 71,800 in the number of 
mortgages with arrears between three and six months. 

 
2.28 Looking at longer-term trends, between 2000 and 2003 the proportion of 

mortgages with arrears over three months of the total stock of mortgages 
had been on a downward trend. Having increased slightly out to 2005, 
mortgage arrears beyond three months as a proportion of total 
mortgages have since remained in a tight band around 1-1.1%. Going 
further back to H2 1994, when the series was first reported, the proportion 
was just over 4%, showing that current levels of mortgage arrears are far 
short of these historical highs. 
 

Figure 5:  Mortgage arrears  as  a % of total  s tock of 
mortgages
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2.29 Figure 6 reports data for the number of properties taken into possession 
in each half-yearly period since the start of 1990. The number of 
properties taken into possession during the first six months of 2007 stood 
at 14,000, nearly 30% higher compared with the first half of 2006. 
Although almost four times higher than the recent low of 3,700 mortgage 
repossessions in the first half of 2004, the number remains low when 
compared with significant periods in the 1990s,3 and equates to around 
one in 840 of outstanding mortgages leading to a home repossession in 
the first half of 2007.4  
                                                 
3 Between 1990 and 2000, the number of properties taken into possession exceeded 
13,000 in every half-yearly period, and between 1990 Q2 and 1996 Q1 the number of 
properties that were taken into possession in every half-yearly period exceeded 24,000. 
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4 It is worth mentioning that the data for mortgage repossessions between the years 
2003-2006 was significantly revised upwards during August 2007 by the Council of 
Mortgage Lenders, reflecting improvements in their methodology to better reflect the 



 
2.30 The Council of Mortgage Lenders (CML)5 advanced two possible 

explanations as to why possessions have risen more sharply than arrears 
over the past two years. First, arrears are more likely to translate through 
to possessions because of the increase in riskier sub-prime lending in the 
overall market. Second, lenders now typically seek contact with the 
borrower to establish a repayment plan as soon as one payment is 
missed, so it is likely that many households avoid falling further into 
arrears unless their financial situation makes this unavoidable. 
 

Figure 6: Properties taken into possession in period
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Household write-off rates  
 

2.31 Figure 7 reports quarterly figures for household debt write-off rates.6 
These rates capture both the degree to which individuals’ debt situation 
becomes unmanageable and banks’ willingness to write off that debt.  
 

2.32 Between Q2 2007 and the same quarter a year earlier, total household 
write-off rates have increased slightly from 0.8% to 0.9% of all debt. Over 
the same period, credit card write-off rates as a proportion of all credit 
card debt rose significantly to 7.5% from 5.6%. Other unsecured debt  

                                                                                                                                              
growth in sub-prime lending and a greater range of lenders responding to their survey. 
Mortgage arrears data was also revised upwards to a lesser degree. 
5 www.cml.org.uk/cml/pdf/pdf.jsp?pdfpath=/cml/media/press/1239 
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6 Quarterly write-off rates are calculated as the sum of write-offs over the previous four 
quarters divided by the average stock of lending over those four quarters. Write-off rates 
are calculated on write-offs of UK household debt held by the ten largest financial 
intermediaries (the assessment of the ten largest is based on the value of banking-type 
services in the UK).  



write-offs as a proportion of the stock of other unsecured lending were 
largely unchanged at 4.4% over the period. While mortgage debt write-
offs had risen over the period, they remain at extremely low levels, 
representing just 0.03% of all mortgage debt.  

  
2.33 Looking at the whole period since 2000, credit card write-off rates have 

been on an upward trajectory, rising from below 2.0% at the start of 2000, 
to the current level of 7.5%. In terms of other unsecured debt, write-off 
rates remained at around 2-3% from the start of 2000 up to Q3 2005 
before jumping to over 4%, where they have remained. The Bank of 
England’s October 2007 Financial Stability Report states that most major 
UK banks in their interim accounts are reasserting that unsecured 
impairments have stabilised. As these are a leading indicator of losses, on 
their own this would indicate that unsecured write-off rates are unlikely to 
carry on rising, although, as the Financial Stability Report notes, the 
recent tightening of credit conditions must have increased the uncertainty 
over the outlook for defaults, making the prospect of lower write-off rates 
less likely.  

 
2.34 In line with the movement of other unsecured write-off rates, total debt 

write-offs were similarly flat between 2000 and 2002 at 0.4%, before 
entering a period of gradual increase from the beginning of 2003 up to 
their current levels of 0.9%. 
 

Figure 7: Household sector write-off rates
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2.35 As already mentioned, the level of write-off rates are partly dependent on 

specific bank policies, which may vary over time, so the rising level of 
write-off rates may not simply be a symptom of households increasingly 
stretching themselves. Indeed the April 2007 Financial Stability Report7 
provides support to this view, by pointing out that major UK banks had 
been in the process of tightening credit availability for some borrowers, 
including the highly indebted. 
 
Personal insolvency 
 

2.36 A number of statutory insolvency instruments are available to individuals 
facing serious financial difficulty, including bankruptcy and Individual 
Voluntary Arrangements (IVAs) in England, Wales and Northern Ireland, 
and sequestrations and protected trust deeds in Scotland. In addition to 
statutory instruments, individuals also have non-statutory options, such 
as Debt Management Plans (DMPs), re-mortgaging, and debt 
consolidation. The following two subsections look at first statutory 
insolvency instruments and then non-statutory instruments. 
 
Statutory insolvency instruments 
 
England and Wales 
 

2.37 As can be seen in figure 8, there were almost 27,000 individual 
insolvencies in England and Wales in Q2 2007. Over the course of the last 
year, insolvencies increased to just under 30,000 in Q4 2006, but have 
since fallen back, with most of this fall occurring in Q2. Relative to Q2 
2006, individual insolvencies were 4.2% higher in Q2 2007, however 
relative to the final quarter of 2006 insolvencies have fallen 9.3%. Looking 
at the individual components of bankruptcy, the rise in insolvencies over 
the year between Q2 2006 and Q2 2007 is solely accounted for by the 
7.7% increase in bankruptcies as IVAs fell by 0.7%. 
 

 
7 Bank of England (2007): Financial Stability Report, Issue 21, April 2007, available at: 
www.bankofengland.co.uk/publications/fsr/2007/fsrfull0704.pdf 



Figure 8: Number of individual insolvencies in England and Wales 
(seasonally adjusted)
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2.38 In terms of the longer-term trend, it is clear that the recent quarterly 
declines are the first to reverse the almost quadrupling of personal 
insolvency rates that occurred from the beginning of 2003 to the peak in 
Q4 2006. Given the fact that this downward movement in the number of 
insolvencies in England and Wales is recent, we feel it is too early to say 
whether this will be a trend that will be maintained. As figure 8 shows, 
IVA growth has been stronger than that for bankruptcies, and this is partly 
believed to be attributable to the strong advertising of IVAs by debt 
management companies and IVA providers.  
 

2.39 The Q2 2007 insolvency level data equates to an annualised rate of 0.25% 
of the total population in England and Wales aged 16 years and over.8  
 
Northern Ireland 
 

2.40 Figure 9 shows the number of individual insolvencies in Northern Ireland, 
which are of a very much smaller magnitude than for England and Wales. 
Again there has been a significant decline in insolvencies between Q4 
2006 and Q2 2007, and in contrast, the level of insolvencies is now below 
that of the corresponding quarter a year earlier.  

 
2.41 As with the data for England and Wales, personal insolvency levels have 

embarked on a general upward trend over the longer term, with the 
upward trend similarly emerging at the beginning of 2003.  
 

                                                 
8 Further analysis and a graph of the annualised personal insolvency rate for England and 
Wales can be found in the Household Debt Monitoring Paper H1 2007, published on the 
BERR website at: 
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www.berr.gov.uk/consumers/consumer-finance/”over-indebtedness”/index.html  



Figure 9: Individual insolvencies in Northern Ireland (not seasonally 
adjusted)
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Scotland 
 

2.42 Owing to Scotland’s different judicial system, the schemes in place are 
not the same as those in England and Wales. Nevertheless, 
sequestrations are comparable to bankruptcies in England and Wales and 
trust deeds work in a similar way to IVAs.  

 
2.43 Turning first to look at the trend over the past year, quarterly insolvency 

levels have remained fairly constant. Q2 2007 shows a small fall of 1.3% 
relative to Q2 2006, although since Q4 2006 insolvencies have risen by 
3.4%. This, however, does mask considerable movement in the 
components of insolvency: sequestrations increased by 23.1% between 
Q2 in 2007 and the equivalent quarter a year earlier, while trust deeds fell 
by 15.5% over the same period. 

 
2.44 In terms of the longer-term trend, the growth in insolvencies since Q1 

2000 has been at a lower level than for England and Wales, with personal 
insolvencies only increasing at the comparatively low factor of 2.3 times 
out to Q2 2007. 
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Figure 10: Number of individual insolvencies in Scotland
(not seasonally adjusted)
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Non-statutory insolvency instruments 
 

2.45 This section reports on the number of DMPs (a DMP is an informal non-
statutory insolvency instrument between a client and a creditor that can 
be used to address financial difficulties related to unsecured debt). 
Aggregate data is not available with which to report on the number of 
DMPs, and instead the section sets out the information on DMPs from the 
Consumer Credit Counselling Service (CCCS). CCCS is one of the largest 
managers of DMPs in the UK, and accounts for around 10% of all debt 
repayment programmes. 

 
2.46 Figure 11 shows quarterly figures for the number of DMPs set up by 

CCCS since 2001. Q2 of 2007 saw 7,838 plans commenced with CCCS, 
down 12% compared to the corresponding quarter a year earlier. More 
dramatically, this represents a decrease of 26% compared to Q1 2007, the 
previous quarter. 

 
2.47 Turning to look at the longer-term trend, the number of DMPs in 2006 

totalled 35,135, an increase of 30% relative to 2005, and this continues the 
strong annual growth that has occurred since 2003.  
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Figure 11: CCCS DMPs
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2.48 Summarising the insolvency data, the drop in the number of statutory 
insolvencies in England and Wales and the number of new DMPs by 
CCCS are supportive of the view that insolvencies may have entered a 
period of decline, although changes in credit conditions since this time 
may have substantially altered the picture going forward. The decline in 
DMPs was particularly large, an explanation for which may be related to 
greater substitution from DMPs towards IVAs, partly because of greater 
awareness of the IVA option.10 By contrast to the data for England and 
Wales, Scottish statutory insolvency levels remained relatively flat and 
without trend across the last four quarters. 
 
Individuals’ own perception of debt burden 
 

2.49 We return now to aggregate-level data to show how individuals’ own 
perceptions of their ability to cope with credit commitments have 
changed over time. 

 
2.50 Figure 12 shows to what extent those in debt at the end of 2006 are able 

to cope with their current level of borrowing, and is taken from research 
undertaken by the FSA.11 The pie chart shows that 98% of consumers 
with debt said they were keeping up with repayments, either without 
difficulty (66%) or with some degree of struggle (32%). By contrast, only 
1% of individuals indicated that they were having real financial problems 

                                                

as a  

 
9 www.cccs.co.uk/research/2007/Trouble%20totals%20Q4.pdf 
10 As cited in the Bank of England’s April 2007 Financial Stability Report 
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11 The percentages are calculated from the responses of the 5,328 individuals from the 
Financial Capability Survey and appear in the Financial Services Authority’s Financial Risk 
Outlook 2007, January 2007, available at: 
www.fsa.gov.uk/Pages/Library/Corporate/Outlook/index.shtml  
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ith the most significant difference being that the 
umber of people keeping up with repayments without any difficulty rose 

from 57% to 66%.  
 

result of bills and/or credit commitments. The figures are an improvement 
across the board on the figures from the previous year’s research carried 
out by the FSA, w
n

Figure 12: Degree to which consumers are able to cope with bills 
and credit commitments

26%

6%

66%

1% 1% Keeping up with all bills and credit
commitments without any difficulty

Keeping up, but struggle from time to
time

Keeping up, but constantly struggle

Falling behind with some bills or
commitments

Having real financial problems and have
fallen behind with many bills or credit
commitments

Source: FSA: Financial Risk Outlook, January 2007 
 
Household analysis of indebtedness and debt levels 
 
Having looked at the sharp end of debt problems including arrears and 
insolvency, the following section widens the analysis to include all those 
struggling with debt, and therefore who could be thought of as being in 
some sense over-indebted. The section begins by looking at the 
proportion of households breaching various indebtedness indicators, 
before analysing the characteristics of households which make them 
more prone to suffer from over-indebtedness. In addition, this section 
provides detail about the type 

2.51 

and level of credit that is held, both across 
the general population and also among those breaching some of the 

 
2.52 

lt 
important to be able to present the latest data given that the previous 
survey of indebtedness was carried out for the Government in 2004. 12   

 

                                                

over-indebtedness indicators. 

Survey data is required to carry out this type of analysis. The survey data 
being used here is experimental data and has not yet been refined to 
become official data. Therefore all analysis conducted provides only 
indicative findings and is not definitive evidence. However, it was fe

 
12 Over-indebtedness in Britain: A DTI report on the MORI Financial Services Survey 
2004: www.berr.gov.uk/files/file18550.pdf  
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2.53 All analysis in this section has been carried out at the household level. 

This is the correct approach to take in the main13 as assets and liabilities 
tend to be handled at a household level. The 2004 survey was carried out 
at an individual level, however, so for comparative purposes the data 
from the current sample is compared to data from 2002 when the last 
over-indebtedness survey at the household level was carried out.14 The 
findings of the current survey are based on the responses of over 7,400 
households. 
 

2.54 The section is divided into the following subsections: 
 
• analysis of household indebtedness indicators  

 
• household characteristics of indebtedness 
 
• credit held. 
 
Indebtedness indicators  
 

2.55 There is no universal agreement on a definition of consumer over-
indebtedness, and consequently there is no agreement on the indicators 
that should be used to assess household over-indebtedness. The 
approach adopted in the previous over-indebtedness report was to use a 
definition set out in 2004 by Oxera.15 This defined an over-indebted 
household or individual as one where ‘households or individuals are in 
arrears on a structural basis, or are at a significant risk of getting into 
arrears on a structural basis’. This approach has also been adopted in this 
analysis, with five indicators selected which are felt to be most consistent 
with this definition based on the data available in the survey, and in 
which suitable thresholds for classifying over-indebtedness can be 
identified.  

 
2.56 The five indictors can be classified into the following categories: arrears, 

burden of debt and number of credit commitments. The indicators and 
the proportion of households breaching each indicator are as follows: 
 

 
13 In fact analysis would be better conducted at the level of the economic unit than at the 
level of the household. This would mean, for instance, that students living in a house 
together would be analysed separately from one another as they represent separate 
economic units within the household. However such a level of analysis is beyond the 
scope of this study, and household data, while imperfect, does provide a good basis to 
analyse over-indebtedness.  
14 Over-indebtedness in Britain: A report to the DTI, Elaine Kempson, Personal Finance 
Research Centre, September 2002: www.berr.gov.uk/files/file38667.pdf 
15 Are UK households over-indebted?, Oxera, April 2004. Commissioned by the 
Association for Payment Clearing Services, British Bankers’ Association, Consumer 
Credit Association and the Finance and Leasing Association. 
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Arrears indicator 
 
• 7% of households were at least two months behind on one payment, 

on either mortgage,16 household bill or credit commitment 
payments.17 

 
Burden indicators 
 
• 4% of households are spending more than 50% of their gross income 

on total credit repayments.18 
 
• 3% of households are spending more than 25% of their gross income 

on unsecured credit repayments. 
 
• 13% of households contain at least one individual who had identified 

at least one aspect of their repayments – either secured, unsecured 
and bills, or total repayments – as representing a heavy burden. 

 
Credit commitment indicator 
 
• 12% of households have more than four outstanding credit 

commitments. 
 

2.57 The arrears indicator captures all forms of debt and household bills for 
which a household is more than two months behind in payments. The 
two-month cut-off is important, so that households that simply forgot to 
pay a bill or debt for one month are not included as being over-indebted.  

 
2.58 The first two burden indicators specifically capture the burden imposed 

by debt repayments, and put arbitrary limits on repayments relative to 
gross income – 50% for all debt payments and 25% for unsecured 
payments – beyond which are thought to represent a significant level of 
burden to households. The cut-off points are arbitrary, but as we have 
comparable data from the 2002 study, they allow comparison over time.  

 
2.59 The third burden indicator looks at the degree to which households 

assess their debt burden to be a heavy burden. As this is a subjective 
measure of the burden of debt, responses are taken at an individual level, 
as household members’ assessment of what constitutes a heavy burden 
will not necessarily be the same, even if their levels of debt are identical. 
The response of each individual within a household is then aggregated to 
produce the overall household measure. The measure triggers when one 
individual in the household regards the level of their total repayments or 
a particular aspect of their repayments to be a heavy burden. 

 
16 Mortgage debt and secured debt are taken to mean the same thing in section 2.5, in 
line with the terminology adopted by those collecting the statistical data. 
17 Credit commitment arrears includes only loans, hire purchase and credit agreements 
and mail order debt. It does not include credit and store card debt as no equivalent 
question was asked about missing the last two payments for credit and store card debt.   
18 A number of households did not provide data on income. These were removed from 
the sample, before both repayment to income ratio measures were calculated.  
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2.60 The final indicator measures the number of outstanding credit 

commitments held by households. A large number of outstanding credit 
commitments has been found to have a strong link with households 
experiencing difficulty with debt, and has therefore been included for this 
reason. Credit commitments include mortgages as well as unsecured 
debt. 

 
2.61 None of these indicators on their own perfectly capture all aspects of 

over-indebtedness. Together, the five indicators can be thought of as 
capturing many of the households that could be considered to be 
struggling with over-indebtedness. However, it could certainly be the case 
that households could be identified as over-indebted on one of these 
indicators, but could not in any sense be regarded as over-indebted. For 
instance, while a large number of credit commitments could be indicative 
of problems with debt for some households, many large or higher income 
households will have large numbers of credit commitments which are not 
creating any problem. These indicators are therefore imprecise indicators 
of over-indebtedness. 19  

 
2.62 Table 1 shows the distribution of households meeting a certain number of 

over-indebtedness indicators. This is shown principally to indicate that 
there is not that much overlap between the indicators. For instance, while 
25% of households satisfy at least one of the indicators, only 3% of 
households breach three or more of the indicators.  

 
2.63 It would tend to be the case that households that breach a greater 

number of indebtedness indicators can be thought of as likely to be 
experiencing more difficulty with debt. However, caution needs to be 
exercised as there is likely to be a significant degree of correlation 
between some of the indicators, for instance between the two debt 
repayment to income ratios, so that meeting two indicators as opposed to 
one would not mean that you are likely to be experiencing any additional 
difficulties with debt. Having said this, the 3% of households that are 
meeting three or more of the indebtedness indicators could fairly be 
regarded, in the majority of cases, as experiencing some problems with 
over-indebtedness, and certainly so in the case of the 1% meeting four or 
more of the indicators.  

 
19 There is currently a move at the EU level to develop composite indicators of 
indebtedness, which will produce a singular score for the degree to which households 
are indebted. This will aim to report in 2008. A composite indicator is likely to produce a 
better measure of the number of households struggling with indebtedness.  
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Table 1: Proportion of over-indebtedness indicators households meet 

Number of over-
indebtedness indicators 
breached 

Proportion of households 
meeting that number of 
over-indebtedness 
indicators (%) Cumulative (%) 

None  75 75.1 
One  15 90.2 
Two  7 97.0 
Three  2 99.0 
Four  1 99.8 
Five  <1 100.0 
 
Comparison of indicators over time 
 

2.64 As stated, the most recent comparable study of over-indebtedness at the 
household level was carried out for Government in 2002. Table 2 shows 
the three indicators that were also used in the 2002 survey, with no 
assessment possible on the arrears indicator or the subjective 
assessment of debt burden, as their precise construction is unique to this 
current study.  

 
2.65 Before turning to the data it is worth pointing out that the different 

methodologies adopted in the two studies make comparison of the 
figures difficult, and therefore any conclusions over time should be 
treated cautiously. As the current study is more rigorous, based on a 
larger sampling size and more detailed level of questioning, in many 
ways it actually replaces the previous data from 2002 rather than being 
useful for time comparison. In addition to the different methodological 
approaches, the data from the 2002 study has a two percentage point 
margin of error in regard to each figure, so as can be seen from looking at 
the figures in table 2, it is difficult to interpret that there has been any 
perceptible change across each of the figures. 

 
2.66 The data itself actually shows that there has been a 2% fall in the number 

of households that breach both of the debt repayment to gross income 
thresholds. The indicator for the number of credit commitments has been 
shown with mortgage commitments excluded, as that was the approach 
adopted in the 2002 study.20 Again this figure is little changed. Given the 
rise in household sector debt as a proportion of income that has taken 
place across the whole economy (shown in figure 3 previously), the fact 
that these results aren’t showing some level of increase is surprising, 
notwithstanding the differences in methodology and margins of error. If 
the results are correct it would suggest that the continuing expansion in 
household lending since 2002 has primarily occurred for those individuals 
that didn’t have substantial borrowing in 2002. However the data from the 
‘Credit held’ section (paragraphs 2.80 to 2.87) indicates that while there 
has been some expansion in the number of households holding different 
types of credit commitment, the average amount owed by those who 

                                                 
20 As mortgages represent a debt commitment it was decided to include them in the 
current indicator, as not to do so would be an omission.  



hold each form of credit has also tended to increase significantly – 
making this explanation difficult to support. This adds weight to the need 
to treat all the survey results with caution.  
  
Table 2: Household over-indebtedness indicators 

 

Indicator 

2002 study 
 
% of total 
households 

2007 study 
 
% of total 
households 

Monthly repayments on unsecured borrowing > 
25% of gross income 

5 3 

Monthly repayments on secured and unsecured 
borrowing > 50% of gross income 

6 4 

Household credit commitments � 4 (excludes 
mortgages) 7 8 

Sensitivity to income change 
 

2.67 With the two debt payment to gross income ratio indicators it is possible 
to do some sensitivity analysis looking at the number of additional 
households that would cross the identified thresholds if an income fall 
was to take place. A 10% fall in gross income is simulated, to give some 
idea of the effect on the households’ finances of a period of unexpected 
unemployment. 
 
• A simulated 10% fall in the gross income of households identified an 

additional 0.7% of households for whom total monthly debt 
repayments would breach the level of 50% of their gross income. 

 
• A simulated 10% fall in the gross income of households identified an 

additional 0.4% of households for whom unsecured monthly debt 
repayments would breach the level of 25% of their gross income. 
 

2.68 As can be seen, very few additional households appear at risk of over-
indebtedness in terms of their ability to meet their repayments if they 
were subjected to a 10% fall in gross annual income.  
 
Household characteristics of indebtedness 
 

2.69 Table 3 looks at the characteristics of households that satisfy the over-
indebtedness indicators. Comparison is made against the proportion of 
households that satisfy each indicator across all households, which are 
shown in the top line of the table. The figures in each cell of the table 
show the proportion of all individuals in that category which have 
breached the particular indebtedness indicator in question. 

 
2.70 The fact that certain characteristics are identified as being correlated with 

indebtedness is not proof of causality, with further analysis required to 
prove any such causality. For instance the fact that households with 
children under 16 are more likely to breach the over-indebtedness 
indicators does not necessarily mean that children lead to a greater 
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likelihood to be indebted. It could be the fact that families with children 
have lower incomes, and it is the low income that is driving indebtedness. 
Households are analysed by: age (according to eldest household 
member), family type, whether they have had a baby in the last 12 
months, housing tenure and gross household income. 
 
Age (ranked according to eldest household member) 
 

2.71 The arrears and heavy burden indicators show that it is the youngest 
aged households which tend to most easily breach these indicators. Out 
of the five indicators, these indicators are probably the most indicative of 
actual problem debt, as these are unlikely to be breached unless someone 
in the household has a real problem with debt.21 Strikingly, 24% of 
households where the eldest member is 16-24 are in arrears on at least 
one credit commitment or bill, more than three times the rate (7%) for the 
general population. Households where the eldest member is middle aged 
(35-54) tend to dominate in terms of the proportion of each age group 
that satisfy the debt repayment to income ratios. Most noticeable of all is 
the fact that elderly households (>65) are under-represented across all the 
over-indebtedness indicators. 

 
Family type 
 

2.72 As this breakdown of households is in part replicating the breakdown 
provided by age of household, it is not surprising that some of the same 
features are observed. Retired households, both single and couples are 
under-represented, matching the pattern from the section above where 
the eldest member of the household is elderly. Single people, both with 
and without children under 16, are over-represented on both the arrears 
and heavy burden indicators. 

 
2.73 Significantly, the over-representation among single people with children 

on these two indicators is particularly strong – 27% arrears and 29% 
heavy burden respectively – and they are also over-represented on the 
debt repayment to gross income indicators. Couples with children under 
16 are similarly over-represented across these four indicators, although 
not to the same degree in terms of the heavy burden indicator (20%) and 
not at all in terms of the arrears indicator (8%). 

 
2.74 By contrast, couples without children under 16 are under-represented 

across each of the four indicators. The basic message is that singletons 
are more likely to suffer from indebtedness than couples, but having 
children under 16 is an even more likely determinant of over-
indebtedness. Households which are over-represented as having more 
than four outstanding credit commitments are the non-retired couples, 
and to a lesser extent those with children under 16. 

 
21 For instance, crossing the debt repayment to income indicators might not be a 
problem where an individual has a high level of income, as they will still have a 
significant level of income to live on. 
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Table 3: Characteristics of households satisfying the over-indebtedness 
indicators 
 

 
Base 

Percentage 
of 
households 
at least two 
months 
behind on 
one 
payment 

 
 
 
Percentage 
spending 
more than 
50% of their 
gross 
income on 
total debt 
repayments 

 
Percentage 
spending 
more than 
25% of their 
gross 
income on 
unsecured 
repayments 

Percentage 
of 
households 
in which at 
least one 
individual 
had 
identified 
some aspect 
of their 
repayments 
as a ‘heavy 
burden’ 

Percentage 
of 
households 
with more 
than four 
outstanding 
credit 
commitment
s 

All households 7443 7 4 3 13 12 
       
Age – eldest 
household member 

      

16-24 168 24 3 5 23 15 
25-34 900 13 4 3 21 23 
35-44 1437 11 7 5 22 18 
45-54 1312 8 5 5 18 16 
55-64 1371 4 4 3 10 8 
65-74 1176 2 1 1 5 3 
75-84 821 <1 1 <1 2 1 
85+ 258 <1 <1 <1 2 1 
       
Family type22       
Single, not retired, 
without children 
<16 

1379 12 4 4 19 8 

Single, not retired, 
with children <16 

466 27 5 7 29 13 

Couple, not retired, 
without children 
<16 

1745 4 3 2 11 17 

Couple, not retired, 
with children <16 

1384 8 7 5 20 22 

Single retired 59 0 2 0 9 3 
Couple retired 1252 2 3 2 5 4 
       
Life changes over 
the last 12 months 

      

New baby 212 17 6 5 28 17 
       
Housing tenure       
Own it outright 2555 1 <1 1 2 2 
Mortgagor 2746 4 9 4 19 22 
Part rent, part 
mortgage 

21 10 0 5 19 24 

Social tenant23
 1326 21 2 5 21 9 

Private tenant 712 13 2 4 17 13 
Private Tenant 
(rent-free) 96 0 0 1 4 3 

       
Gross household 
income 

      

<£10,000 1962 13 8 7 14 5 
£10,000 - £14,999 883 9 5 3 14 7 
£15,000 - £19,999 672 6 5 3 13 7 
£20,000 - £29,999 1134 6 3 2 16 12 
£30,000 - £39,999 850 4 1 2 14 18 
Over £40,000 1941 2 <1 <1 11 19 

 
 
                                                 
22 ‘Couple’ includes those who are cohabiting as well as those who are married. 
23 Social tenancy here includes local authority, council, Scottish homes, housing 
association, charitable trust or local housing company landlords. 
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Life changes – baby in last 12 months 
 
2.75 Families with a new baby in the last 12 months follow a similar pattern to 

both that of singletons and couples with children under 16 in that they 
tend to be over-represented over all the indicators. In fact for each of the 
indicators, having a new baby tends to sit between the percentage figures 
for singles and couples with children.  
 
Housing tenure 
 

2.76 Private and social tenants, particularly those in social tenancy, are more 
likely to breach both the arrears and heavy burden indicators than the 
average household. Mortgage holders also are over-represented on the 
heavy burden indicator (19%), and are most likely, of the four major 
tenure types, to have more than four outstanding credit commitments 
(22%). 

 
2.77 Those who own their house outright are barely represented on the over-

indebtedness indicators. It is not particularly worth looking at the debt 
repayment to income indicators, as for instance those with mortgages are 
inevitably going to be over-represented on the indicator for whether total 
repayments make up more than 50% of their total debt repayments as 
this indicator will tend to be populated by those with mortgage debt. 
 
Gross household income 
 

2.78 The arrears and the debt repayments to income ratios follow the expected 
pattern, in that those households with the lowest income show the largest 
percentages satisfying each indebtedness indicator, with a constant 
reduction in the prevalence of over-indebtedness across each of the three 
indicators as income rises. By contrast, those households more likely to 
hold more than four outstanding credit commitments are those with 
higher levels of income, which again is not to be unexpected. 

 
2.79 The surprise comes in the fact that household gross income is not an 

indicator of whether a household will find their debt repayments a heavy 
burden, as all income levels show a similar prevalence. One possible 
explanation for this phenomenon might be that households generally 
adjust their spending patterns to reflect their income, although the fact 
that arrears are more likely to be associated with low-income households 
casts doubt on whether this represents a full explanation for the finding. 
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Credit held 
 

2.80 Table 4 contains data for the number of households with different types 
of outstanding credit commitments. Data is aggregated for individuals to 
produce it at a household-level. The credit and store card figures only 
include those individuals who don’t pay off their full balance each month, 
so does not include households for whom credit and store cards operate 
as a means of deferred payment rather than as a form of debt. 
Additionally, only where there is a negative balance on a bank account is 
it counted as an overdraft; having an overdraft facility in itself does not 
represent a credit commitment. 

 
2.81 Looking at the second and third columns of table 4, which look at the 

amount of debt held across all households, credit card debt is the most 
commonly held form of debt, with 24% of households holding at least 
one outstanding credit card commitment. Other significant household 
commitments include overdrafts (16%), any form of loan (15%) – which 
includes any of the loans listed under the ‘All loans’ category in table 4 as 
well as a number of additional types of loan not shown due to their 
scarcity – and hire purchase/credit sales (12%). The proportion of 
households more than one month in arrears on any type of household 
bill, which includes, among other items, electricity, gas, telephone and 
Council Tax, is 6%. 

 
2.82 In terms of the average amount of debt held by those households with an 

outstanding debt on a particular form of credit, the highest average 
amount owed is on personal loans (£7,820). Other significant amounts are 
held in the form of student loans – around £4,400 for both loans from the 
student loan company and from banks and building societies – and from 
hire purchase/credit sales (£4,380). The average amount held on credit 
card debt, the most prevalent form of consumer credit household debt, is 
£3,220, while the average amount owed in arrears on household bills is 
£910. 
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Table 4: Proportion of households holding various credit commitments and the 
average amount of outstanding credit among those with each form of debt  

Credit commitment 

Percentage 
of 
households 
with current 
commitment 
(7443 hhds) 

Average 
amount 
owed by 
households 
with 
outstanding 
credit 
commitment 
on each debt 
(£) 

Households spending >25% 
gross income on unsecured 
borrowing repayments 

Percentage 
of 
households 
with current 
commitment 
(233 hhds) 

Average 
amount 
owed by 
households 
with 
outstanding 
credit 
commitment 
on each debt 
(£) 

Credit card* 24 3,220 75 11,270 
Store card* 5 500 17 740 
Overdraft  16 1,200** 37 1,260 
Hire purchase/ credit sale 12 4,380 39 7,000 
Mail order catalogue  8 335 22 990 
All loans 15 6,650** 31 10,600 
Personal loan 12 7,820 25 13,300 
Home credit* <1 820 2 1,110 
Pawnbroker/cash 
converter* 

<1 380 - - 

Credit union* <1 1,680 - - 
Social Fund 1 550 2 - 
Student loan company 1 4,410 - - 
Student loan from 
bank/bs* 

<1 4,350 - - 

Loan 
individual/employer* 

<1 1,830 - - 

Pay day lender* <1 - - - 
Arrears household 
bills*** 6 910 17 720** 

* Numbers very small 
** Significant outliers have been removed 
*** Arrears are identified as more than two months behind with any bill 
- Indicates an amount that is too small to record 

 
2.83 The final two columns look at the same two figures, but only from the 

perspective of the 3% of households that are spending more than 25% of 
their gross income on unsecured borrowing repayments, and therefore 
according to this indicator are over-indebted. Given that these 
households are necessarily spending over 25% of their gross income in 
the form of repayments on these unsecured credit items in order to 
qualify in this category, it is hardly surprising that the usage and the 
average amount owed for each type of credit commitment is significantly 
higher for these households almost across the board. Interestingly, the 
pattern of debt usage between the types of credit commitment, and the 
items that represent the most significant forms of debt, are very similar. 
Credit card debt remains the most prevalent – 75% of these households 
hold credit card debt. Also, the average amount owed on personal loans 
(£13,300) remains the largest item of each credit commitment by  
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households holding each form of debt. Significantly, the average amount 
of debt held by this subgroup of households in the form of overdraft debt 
is little changed against the overall sample, £1,260 as against £1,200, 
while debt on arrears is lower. 
 

2.84 Table 5 shows changes between 2002 and 2007 in the number of 
households with different types of outstanding credit commitments and 
the average amount owed per household with an outstanding credit 
commitment on these main consumer credit facilities. Due to both the 
fact that the 2007 data has yet to be quality checked and the significant 
difference in the methodology used to gather the information in the two 
surveys, this comparison data should only be interpreted as indicative, 
and not definitive evidence.  

 
2.85 In terms of usage, the most striking features are the increase from 9% to 

16% in the number of households who are currently using their overdraft 
facility, and the significant fall from 17% to 8% in the number of 
households who owe debt on mail order. The decline in the usage of mail 
order is following a long downward trend; in 1989, 23% of households 
had an outstanding mail order commitment. Credit cards remain the most 
used form of unsecured consumer credit facility, rising from 19% to 24%. 

 
2.86 In terms of the average amount owed by all households who have an 

outstanding debt on each form of credit, this has more than doubled for 
credit and store cards as well as on overdrafts. Indeed each of the six 
identified forms of consumer credit have seen a rise in the amount owed. 
Interestingly, in terms of overdrafts, this increase in debt owed on used 
overdraft facilities is in contrast to the substantial fall observed between 
1989 and 2002. 
 
Table 5: Comparison over time of types of credit in use and average amounts 
owed by those households with an outstanding credit commitment  
 Percentage of 

households with 
current commitments 

Average amount owed per hhd 
with outstanding commitment 
(£) (nominal values) 

 2007 2002 2007 2002 
Credit card 24 19 3,220 1,570 
Store card 5 8 500 210 
Overdraft 16 9 1,200 450 
Hire purchase/credit 
sale 

12 13 4,380 3,800 

Mail order 8 17 335 240 
Loans 15 15 6,650 5,000 
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2.87 Finally, table 6 shows the level of mortgage debt held by households.24 
30% of households in the sample held mortgage debt on their main 
residency, with an average amount of £83,000 remaining outstanding. For 
those households that were spending over 50% of their gross income on 
total debt payments, 80% had mortgage debt outstanding, owing on 
average £103,000 in mortgage debt. 
  
Table 6: Proportion of households holding mortgage debt and the average 
amount owed 

Credit 
commitment 

Percentage of 
households 
with 
mortgage 
(7443 hhds) 

Average 
amount 
owed by 
those with 
outstanding 
mortgage 
(£) 

Households spending >50% 
gross income on total debt 
repayments 
Percentage 
of 
households 
with 
outstanding 
mortgage 
 (295 hhds ) 

Average 
amount 
owed by 
those with 
outstanding 
mortgage (£) 

Mortgage 
payments 

30 83,000 80 103,000 

 

                                                 
24 Figures only show household mortgage debt held on main household residency. 
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CHAPTER 3  Partnership Action  
 
Overview 
 

3.1 Over-indebtedness cuts across a number of different Government 
departments and requires a coordinated response.  This is why a 
Ministerial Group on Over-indebtedness was established, including 
ministers from BERR, DWP, MoJ, DCSF, CLG and HM Treasury, to 
coordinate cross-Government action in tackling over-indebtedness. 
 

3.2 The Ministerial Group on Over-indebtedness published the Government’s 
first action plan for tackling over-indebtedness in 2004, and the first 
annual report was published in 2005.  The Group focused on the 
following areas in 2006: 
 
• Poverty and social exclusion 

 
• Financial capability and information 

 
• Access to affordable credit 

 
• Saving and asset ownership 

 
• Responsible lending 

 
• Utility bills 

 
• Debt advice 

 
• Debt collection 

 
• Debts to Government and local authorities 

 
• The justice system 
 
The Government’s five key areas for action  
 

3.3 In the recent CSR/PBR, the Government announced that, to build on the 
priorities set out in the 2006 Over-indebtedness annual report, specific 
action to tackle over-indebtedness will be taken forward in five key areas: 
 
• helping those most vulnerable to the causes and consequences of 

problem debt, using the £130 million Financial Inclusion Fund for 
2008-11 to support the continued provision of free debt advice for 
financially excluded people, and widen access to affordable credit; 
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• improving consumers’ financial decision-making to prevent problem 
debt, through the financial capability action plan to be published in the 
Spring, including the Government’s response to the Thoresen Review 
of Generic Financial Advice; 
 

• recognising the role of saving to increase personal financial resilience, 
including promoting access to savings opportunities through ISAs and 
the Child Trust Fund, and taking forward feasibility work into the 
system requirements to enable the roll-out of the Saving Gateway;  
 

• acting on evidence of specific indicators of problem debt, including 
mortgage repossessions and Individual Voluntary Arrangements 
(IVAs), building on the regulatory framework through the FSA’s work 
reviewing mortgage regulation, and Insolvency Service work to agree 
a protocol for IVAs by the end of the year; and 
 

• completing a new review of current evidence on the causes of 
problem debt. 

 
Helping people vulnerable to problem debt 
 

3.4 Exclusion from financial services is a key issue for many people 
vulnerable to problem debt.  In the recent CSR/PBR the Government 
demonstrated its commitment to promoting financial inclusion, with the 
announcement that the Financial Inclusion Fund will continue at £130 
million for 2008-11.  This Fund will build on the £120 million, which the 
Government has already committed in the current spending period. 
 

3.5 Full details of the Government’s action plan for financial inclusion will be 
published by the end of the year.  However, the new Fund will be used in 
the following ways to support people experiencing problem debt. 
 
Face-to-face money advice 
 

3.6 First, building on the success of BERR’s £47.5m face-to-face money advice 
projects, which are providing crucial debt advice to tens of thousands of 
financially excluded people, the Government is committed to continuing 
with the provision of free debt advice to those who most need it.  
 

3.7 In the 2004 Pre Budget Report, the Government announced that £45 
million would be allocated to BERR, from the Financial Inclusion Fund, to 
increase the supply of free face-to-face money advice (£15m in 2006-7 and 
£30m in 2007-8, with a further £2.5m added to budgets in 2006).  Sixteen 
partnerships, of debt advice agencies, were selected to increase capacity 
and availability of advice in the most financially excluded communities 
and social groups in England and Wales.  Through recruitment and 
training of new debt advisers, capacity of the sector has increased by over 
500 advisers and over 66,000 clients had been helped with their debt 
problems up to the end of September 2007.   
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3.8 MoJ/Legal Services Commission are administering £6 million from the 
Financial Inclusion Fund to run the Money Advice Outreach Pilots. 
The outreach pilots are testing the delivery of face-to-face money advice 
in outreach locations such as prisons, family and children’s centres, 
community centres, credit unions and housing advice centres.  The 
twenty-two pilots employ around 47 full-time equivalent advisers, and 
these advisers had helped clients deal with over 15,000 debt problems up 
to the end of June 2007. 
 

3.9 Full details of ongoing provision of debt advice will be included in the 
action plan for financial inclusion, to be published by the end of the year. 
 
Affordable credit 
 

3.10 Second, the Government will continue to support third sector lenders – 
such as credit unions and Community Development Finance institutions – 
which work to make affordable credit available to those who cannot 
access mainstream lenders, and are often forced to borrow from high 
cost alternatives such as home-collected credit, or far worse, illegal loan 
sharks.  
 

3.11 The Government has already provided over £40m of support from the 
current Financial Inclusion Fund to run a Growth Fund for third sector 
lenders, and is committed to continuing to provide significant support. 
 

3.12 DWP are administering the Growth Fund to allow credit unions and 
community development finance institutions to make affordable loans to 
financially excluded people without access to mainstream credit – over 
100 of these lenders are now receiving funding in England, Wales and 
Scotland, and over 46,000 loans totalling over £20m have now been 
made.  The Growth Fund is also providing training support for staff within 
third sector lenders, and funding to allow more credit unions to offer 
current account banking.  
 

3.13 The independent Financial Inclusion Taskforce is working with the 
banking sector to determine what further support is needed, from both 
Government and the banks, and its findings will be taken forward in the 
action plan due by the end of the year. 
 
Improving financial decision-making 
 

3.14 To address the prevention of problem debt through better financial 
decision-making, the Government continues to develop its long-term 
approach to increasing financial capability, first outlined in January 2007, 
and will publish its financial capability action plan in spring 2008: 
 
• As part of the Government’s long term approach, it has already been 

announced that personal finance education will be strengthened in 
Schools. From 2008, ‘Economic Well-being and Financial Capability’ 
will become a new strand within Personal, Social, Health and 
Economic (PSHE) Education. The Government is also providing £11.5 
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million of new support to boost personal finance education in schools 
throughout the CSR07 period, including a range of innovative 
curriculum resources which will use the Child Trust Fund as a tool to 
help children learn more about the value of money and savings. 

 
• The Government believes that all adults should have wider access to 

affordable and impartial financial guidance, and asked Otto Thoresen 
to conduct a feasibility study into the provision of a national Generic 
Financial Advice service.  

 
• The Thoresen interim report was published on 22 October. The final 

report is due early in the New Year and the Government will respond 
to Thoresen as part of the financial capability action plan in the spring. 

 
• More widely, the action plan will set out how Government information 

and communications channels will be used to build financial 
capability, including adult skills, family learning and supporting 
pensions reform. 

 
Saving and assets 
 

3.15 Savings can also play an important role in helping people, particularly 
those in vulnerable groups, deal with unexpected expenses or falls in 
income. Evidence suggests that even a small amount of savings can 
provide an important buffer to prevent people becoming seriously 
indebted. Individuals who save regularly are also more likely to feel in 
control of their personal finances. 
 

3.16 Policies to promote saving and assets therefore have an important role to 
play in reducing over-indebtedness by keeping people out of problem 
debt and closer to financial security. 
 

3.17 The Government seeks to support saving and asset ownership for all, 
with more support for those that need it most. There are three key 
challenges that Government savings policy will address going forward. 
Firstly, equipping people with the capability to make saving decisions. 
Secondly, promoting access to savings opportunities. And thirdly, we 
want to build on the incentives to save that we have developed, and make 
them more effective. Key savings policies include Individual Savings 
Accounts (ISAs), which have proved successful in promoting saving more 
widely among the population, and the Child Trust Fund, which will ensure 
that in future all young people have a financial asset upon starting their 
adult lives. There are now over 3 million Child Trust Fund accounts open 
and one in three adults, over 17 million people, now have an ISA. This is 
far higher than the number of people that held the ISAs predecessors, 
PEPs and TESSAs, that includes a much higher proportion of people on 
low incomes. 
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3.18 To encourage saving among lower-income households and promote 
financial inclusion, the Government has twice piloted the Saving Gateway 
to explore the use of matching (a government contribution for each 
pound saved). Evidence from the pilots points overwhelmingly to the 
success of matching as a targeted incentive to save. The pilots have also 
demonstrated clear benefits of the scheme in promoting regular saving, 
and bringing people into contact with financial institutions for the first 
time.  
 

3.19 In the recent CSR/PBR the Government announced that it is taking 
forward feasibility work into the system requirements to enable the 
rollout of the Saving Gateway. Subject to the results of this work, further 
announcements on rollout will be made in the Budget. 
 
Tackling specific aspects of problem debt 
 
Mortgages 
 

3.20 On mortgages, the Government recognises that it cannot prevent 
problems on its own.  The industry has an important role to play in 
maintaining high standards of business practice, and developing 
innovative and flexible products tailored to consumers’ individual needs. 
The Government’s statutory mortgage regulation and ongoing 
Government and FSA work on financial capability also help to ensure that 
lenders lend responsibly, and borrowers take on debts that they can 
afford to repay.  
 

3.21 Additionally, the FSA has recently completed a review of the way firms 
are selling in the sub-prime market, which has grown rapidly in recent 
years.  Building on this, the FSA has announced that it is working to 
review its regime for consumers in the sub-prime market, and for 
consumers facing arrears or repossession.  It will report its findings in Q1 
2008. 
 
IVAs 
 

3.22 For some people, IVAs will be an appropriate way of managing debts, 
compared with alternatives such as debt consolidation or the more 
extreme step of bankruptcy.  It is important that these individuals are able 
to access IVAs. The Insolvency Service (IS) recently consulted on the 
introduction of a simplified IVA process, which will help to streamline the 
existing process and should therefore reduce costs, increase accessibility 
and provide better returns for creditors. 
 

3.23 Recently there has been comment over the content of some IVA 
advertising, which alleged that it may have been inappropriate in some 
cases.  Earlier this year the OFT outlined their concerns over advertising 
to a number of IVA providers which has generally lead to a change in 
their content. Additionally the IS has led discussions with industry and 
consumer groups in order to agree industry best practice guidelines, 
including on the information and advice that consumers receive. This 
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work has the support of the groups involved and will ultimately lead to 
agreed standard industry guidelines being introduced through the 
publication of an IVA protocol by the end of the year. 

 
Increased understanding of problem debt 
 

3.24 The drivers behind repayment problems, and the way they interact, are 
complex. The recent CSR/PBR announced that the Government will 
undertake a review of current evidence on the drivers of problem debt. 
 

3.25 This review will enable Government, on the basis of recent evidence, to 
increase understanding of the interaction of macroeconomic factors 
(such as income and employment, or interest rate changes) and life 
events (such as divorce or bereavement), to impact on over-
indebtedness. 

 
Detailed account of progress against the 2006 annual report 
and 2007/08 targets 
 
Poverty and social exclusion  
 
Introduction 
 

3.26 Financial difficulties caused by over-commitment or unexpected domestic 
crisis can affect all socio-economic groups. However, clearly low income, 
and the social and financial exclusion which may go with it, can lead to 
chronic money worries and a vulnerability to becoming over-indebted, 
particularly among individuals or families who are on benefit income long 
term. That is one of the reasons why the Government continues to focus 
on policies which make work possible for those who can, and – even 
more importantly – which make work pay.  
  
Progress report and forward look 
 

3.27 Through Jobcentre Plus, we are providing everyone of working age – 
including people who are unemployed, lone parents and sick and 
disabled people – with the opportunity to obtain advice and guidance on 
the full range of support available to help them move into work. More 
help is being provided for those who face the greatest barriers to work.  

 
3.28 The minimum wage and tax credits ensure a minimum income from work 

to help ensure that work pays more than benefits, and overall the various 
New Deals have helped over 1.5m people into employment. The 
Government now aims to raise the employment rate to 80%, by reducing 
the number on incapacity benefits by one million, helping 300,000 lone 
parents into work and increasing by one million the number of older 
workers. The Green Paper, In work, better off: next steps to full 
employment (July 2007), set out proposals for the next stage of reforms 
to achieve this goal. 
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3.29 The Government’s strategy for older people is focused on tackling 
poverty in old age. The measures include: 

 
• Pension Credit, which targets the poorest pensioners, ensuring a 

minimum guaranteed weekly income for those aged 60 and over 
 
• the State Second Pension, which will provide a more generous 

additional provision for people on low and moderate earnings 
 
• reforms to Basic State Pension and one-off payments for eligible 

pensioners, which will help to ensure financial security in retirement 
and reduce the risk of falling into problem debt. 

 
3.30 The Department for Work and Pensions (DWP) made Winter fuel 

payments to over 11.6 million individuals aged 60 or over, in more than 
8.5 million households, in the Winter of 2006/07. The payments are now 
£200 for each household or £300 if the household includes someone who 
is aged 80 or over. 

 
3.31 Priorities for the Government’s strategy for older people in 2007/08 

include maximising take-up activity to ensure that those entitled to 
Pension Credit and other income-related benefits, such as Housing 
Benefit and Council Tax Benefit, are aware of their eligibility and are able 
to claim them.  

 
3.32 Work will begin to implement the Pensions Act 2007, which contains a 

number of reforms to State pensions. This will, from 2010, introduce 
revised qualifying rules that will make State pensions more universal and 
more generous, increasing the percentage of people who will qualify for a 
full Basic State Pension. Subject to affordability and the fiscal position, 
the Basic State Pension will be up rated in line with average earnings by 
2012, or, at the latest, the end of the next Parliament. Reforms to the State 
Second Pension will enable one million more people, approximately 90% 
of whom will be women, to accrue State Second Pension from 2010. 
From 2024, the State Pension Age will begin to rise gradually, in line with 
increasing life expectancy. 
 

3.33 Prompt and efficient payment of Housing Benefit can help some of the 
most vulnerable from falling into debt in the first place. There have been 
significant improvements in the time taken to process Housing Benefit 
and Council Tax Benefit (HB/CTB) claims. In 2006/07, new claims were 
processed on average 29 days quicker than in 2001/02. The most 
significant improvements have been made in the authorities that were 
taking the longest to process claims. The bottom 15% has improved by 59 
days, from 113 in 2001/02 to 54 in 2006/07. The average time taken to deal 
with change of circumstances cases has also improved markedly. 

 
3.34 The DWP’s Public Service Agreement includes a target to reduce the 

average time taken to process a claim for Housing Benefit nationally to a 
maximum of 48 days, and across the bottom 15% of local authorities to a 
maximum of 55 days, by March 2008. 



 43

 
3.35 The Local Housing Allowance (LHA), a new way of calculating Housing 

Benefit for people living in the private rented sector, will be rolled out 
nationally on 7 April 2008. Under the LHA, tenants receive a flat rate rent 
allowance based on local rents and which varies only by family size and 
location. The aims of the LHA are to promote personal choice and 
responsibility, and help smooth the transition between benefit and work 
by allowing tenants to budget for their own rent. It has been tested in 18 
local authority areas across Great Britain. 

 
3.36 The first nine LHA authorities, known as the Pathfinders, have been 

subject to a comprehensive and independent evaluation, completed in 
Spring 2006, with final reports expected by the Autumn of 2007. During 
the period April 2005 to February 2006, a number of reports were 
published detailing the live running of the LHA. These reports show 
encouraging results in terms of both improvement in claims processing 
times and increase in financial inclusion. A high percentage of claimants 
now have a bank account, which also helps to show they are ’job-ready’. 
Around 84% of claimants are receiving their benefit directly and handling 
their own financial affairs, often for the first time. 

 
3.37 The Social Fund is successfully targeting those families who are most in 

need of access to low-cost credit. In 2006/07, the Social Fund awarded 
almost 2.4 million interest-free loans, worth over £688 million. Research 
shows that Social Fund customers are most likely to be lone parents, 
younger people and tenants, and more likely to have a young child, a 
long-standing illness, health problem or disability, or caring 
responsibilities. They are also more likely than average to have debts. 

 
3.38 Improvements to the budgeting loan scheme came into effect on 3 April 

2006 to both simplify and expand the scheme. The key changes were to 
the way in which existing debt is treated when a further loan is applied 
for, and the savings limits were increased to £1,000 for people of working 
age and to £2,000 for pensioners. The standard repayment rate for both 
budgeting and crisis loans was reduced and the repayment period 
extended. These changes are being supported by £210m in additional 
funding over the three years from April 2006.  

 
3.39 The Government would like the significant resources invested in the 

Social Fund to make a more effective contribution to helping people 
overcome financial exclusion. The Government wants to expand people’s 
ability to manage their money and plan ahead and to improve awareness 
of, and confidence in, using basic financial services such as bank 
accounts, savings and insurance. Further work on possible Social Fund 
reform is considering how the budgeting loan scheme can contribute to 
this wider strategy for promoting financial inclusion. 
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Financial capability and information 
 
Introduction 
 

3.40 On 15 January 2007, Financial Capability: the Government’s long-term 
approach25 was published, setting out the Government’s aspirations over 
the next 10 to 20 years. These are: 
 
• all adults have access to high quality generic financial advice 
 
• all children and young people have access to a planned programme 

of personal finance education, and 
 
• a range of Government programmes is focused on improving financial 

capability, particularly to help those who are most vulnerable to the 
consequences of poor financial decisions. 

 
3.41 To take forward the first of these aspirations, Otto Thoresen, CEO Aegon 

UK, was appointed to lead a feasibility study to research and design a 
national approach to generic financial advice. Widening access to generic 
financial advice is seen as important, because it could help consumers 
manage their finances rather than intervening once they have reached 
crisis point. The Thoresen review has begun consumer testing of generic 
advice and published an interim report in October 2007, setting out 
principles for a national approach.  The review will publish a final report 
in the New Year. 

 
3.42 A Ministerial Group chaired by the Economic Secretary to the Treasury, 

was set up to develop a programme across Government with the aim of 
raising levels of financial capability. The Government will be publishing 
an action plan in Spring 2008, explaining how it will achieve its long-term 
aspirations, including its response to the Thoresen recommendations, the 
importance of financial education in schools and further measures to 
support financial capability through public services. 

 
3.43 In September 2008, a revised secondary school curriculum for England 

will take effect. A new dedicated ‘economic well-being and financial 
capability’ strand will be introduced at key stages 3 and 4, as part of a 
revised programme for personal, social, health and economic (PSHE) 
education. This new strand will provide a focus for teaching personal 
finance education in the classroom. 

 

 
25 www.hm-
treasury.gov.uk/documents/financial_services/financial_capability/fin_cap_index.cfm 

http://www.hm-treasury.gov.uk/documents/financial_services/financial_capability/fin_cap_index.cfm
http://www.hm-treasury.gov.uk/documents/financial_services/financial_capability/fin_cap_index.cfm
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3.44 PSHE will remain a non-statutory element of the curriculum, but there will 
continue to be opportunities within a number of subjects to learn about 
financial matters, including citizenship education (which is compulsory 
for all 11-16 year olds), mathematics, business studies, careers and 
enterprise education. Also, from 2010, functional mathematics will form 
part of the maths GCSE, which means that all pupils who achieve a grade 
C or above will have mastered the basics. 

 
3.45 Furthermore, the Department for Children, Schools and Families (DCSF) 

has already announced, in response to Financial Capability: the 
Government’s long-term approach, an £11.5m programme of support for 
a series of actions to improve the way that financial education is taught in 
schools. This includes: 

 
• revising curriculum guidance (originally published in 2000) to reflect 

the changes to the secondary curriculum and bring it up to date 
 
• developing Child Trust Fund (CTF) classroom resources to accompany 

the first additional CTF payments to seven year olds in 2009, and 
 
• improving the subject knowledge of teachers by developing an 

‘economic well-being and financial capability’ extension module 
within the PSHE continuous professional development programme. 

 
3.46 The FSA leads the National Strategy for Financial Capability in 

partnership with Government, the financial services industry and the third 
sector. Set up in 2003, the strategy aims to improve the financial 
capability of the UK population. The results of the FSA’s major financial 
capability survey,26 published in March 2006, showed that many 
consumers lack the confidence and capability to make effective decisions 
about their money. A seven-point programme27 was launched to improve 
significantly people’s levels of financial capability and, together with its 
partners, the FSA has focused on delivering these priority initiatives. Over 
time, improving people’s financial capability will enable them to exert a 
stronger influence in the retail markets, creating more effective and 
efficient markets and reducing the need for regulatory intervention.  
 
Progress report and forward look 
 

3.47 In the past year, the National Strategy for Financial Capability has 
produced a step change in delivery and started to make a real impact on 
people’s lives. The FSA estimates, on a conservative basis, that so far the 
programme has reached more than 1.4 million of the ten million people 
they aim to reach in the five years from 2006/07 to 2010/11.  

 

 
26 Levels of Financial Capability in the UK: Results of a baseline survey, FSA 
27 Financial Capability in the UK: Delivering Change, FSA  
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3.48 It is responsible for delivering a programme of work that reaches: 
 
• children in schools 
 
• young adults who are Not in Employment, Education or Training (NEETs) 
 
• those in universities and further education colleges 
 
• employees in their workplace, and 
 
• new parents.  
 

3.49 The FSA also helps to deliver straightforward money advice to groups of 
consumers of priority need through its partnership development work 
(discussed in more detail below).  

 
3.50 This is supported by a range of online resources such as the Financial 

Healthcheck28 and the Debt Test.29 The Debt Test helps users to identify 
whether they are likely to get into trouble with their borrowing over the 
following year or so and provides access to information to help them 
think about next steps. It has had over 800,000 visits since its launch in 
January 2006. The FSA is actively promoting these tools by creating links 
with other partner websites (with 42 partners to date).  

 
3.51 The FSA is also delivering an ambitious direct-to-consumer 

communications strategy which aims to provide even more relevant, 
clear, practical, impartial information to help people make better informed 
financial decisions. In the last year, the FSA received over 2.2 million 
visits to its consumer website www.moneymadeclear.fsa.gov.uk and 
distributed over ten million booklets. Moneymadeclear was the first 
website to be awarded the Plain Language Commission‘s gold standard, 
and it also featured in Which? magazine‘s top 101 websites that can 
‘change your life’. Separately, the FSA is also focusing on how it can 
reach young adults (16-24) online with the financial information that 
meets their needs and in a language that resonates with them. Managing 
debt is likely to be one of the key areas covered.    

 
3.52 As part of the National Strategy for Financial Capability the plan for 

young adults in higher education is to roll-out across the UK a very 
successful Money Doctors toolkit piloted with students at 19 universities. 
In 2007/08, the toolkit will be made available to all higher education 
institutions, and specifically rolled out at 50. Ten further education (FE) 
colleges have been recruited to adapt the Money Doctors toolkit for their 
sector. The FSA is also working with national policy, funding and 
accreditation bodies to raise the profile of personal finance and explore 
ways of embedding it into the FE curriculum. To reach young adults Not 
in Employment, Education or Training (NEETs), the FSA has trained and 
provided support materials to over 700 youth workers in 12 major 

 
28 www.moneymadeclear.fsa.gov.uk/healthcheck  
29 www.fsa.gov.uk/consumer/debt_test/index.html 

http://www.moneymadeclear.fsa.gov.uk/


 47

organisations across the UK – in the public and the voluntary sectors – to 
enable them to help NEET young adults make sense of their money. 
Having further refreshed and developed the training and materials, the 
FSA is scaling up delivery of a combined one-day training course across 
the UK from October 2007, and aims to train up to 20,000 youth work 
intermediaries over the next three years.   

 
3.53 The workplace stream of the National Strategy for Financial Capability 

delivers Make the Most of Your Money information booklets and 
educational seminars − or an interactive disk-based alternative where 
seminars are impractical − to employees in the workplace. So far, over 
327,000 information booklets have been distributed at 341 employers, 
against a target of 720,000 by 2008. And over 16,000 employees (across 
180 employers) have attended a seminar, of a target 55,000 employees to 
attend seminars or view the disk-based version by March 2008. The aim is 
that, by 2010/11, four million employees will have received financial 
information through their workplace, with half a million having attended a 
seminar or worked through the disk-based version. 
 

3.54 As part of the families work stream, a Parent’s Guide to Money has been 
developed for expectant parents. It is a one-stop information resource on 
all the financial aspects of having a baby and the life changes that follow. 
It contains the financial information parents are likely to need and 
explains where they can get more help if they need it. The guide has been 
piloted with over 1,500 expectant parents, and feedback was very 
positive. In September 2007, a larger trial began, with over 30,000 guides 
being distributed by midwives. Midwives are key to the distribution 
strategy and the FSA has received the full support of the Royal College of 
Midwives. 

 
3.55 A number of the FSA financial capability partnership development 

projects from the first round of awards in 2006 proved successful. 
Building on the success of the first round, the FSA has forged links with 
representative national bodies as it takes a national developmental 
approach to its work. An example of this is the funding of a seminal guide 
on financial capability to fit in with the Government’s National Reducing 
Re-offending Delivery Plan pathway of Finance, Benefit and Debt. 
Produced by the National Offender Management Service (NOMS), 1000 
copies of the guide are being sent to all prisons and probation services in 
England and Wales, as well as to many other providers and practitioners 
working with (ex) offenders.  

 
3.56 The Partnership Development Team has also funded two important 

financial capability publications in the housing sector − the first focused 
on good practice and the second on implementation. Going forward, the 
FSA is working with the Chartered Institute of Housing (CIH) to implement 
good practice among housing organisations across the UK. Together, 
they have jointly created a one-year FSA-funded post based at the CIH 
offering, among other things, free consultancy.  
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3.57 Following on from this, the FSA has announced the organisations being 
funded in the second round. They are associated with the following 
sectors: lone parents; affordable housing; older people; carers; and 
disadvantaged women. The Partnership Development Team will continue 
to work closely with each project to help establish links with relevant 
national bodies to ensure that, where possible, projects can be replicated 
and sustained well beyond the original project work. 
 

3.58 Work has begun to maximise the effectiveness of the DCSF’s planned 
changes to the secondary school curriculum in England, which will take 
effect from September 2008. This will include making personal finance 
education explicit within the new ‘economic well-being and financial 
capability’ programme of study, supporting teachers, and developing 
first-class materials, tools and training. The Personal Finance Education 
Group (pfeg) is leading this work. It is aiming to provide assistance to 
teachers in a further 1,250 schools in England, bringing the total number 
of schools with access to support through the Learning Money Matters 
programme to over 1,850 by 2007/08. 

 
3.59 There will also be opportunities to develop personal finance education 

through citizenship, business studies and in the new functional 
mathematics component of GCSE mathematics. 

 
3.60 The Welsh Assembly Government is exploring the possibility of 

establishing a Welsh Centre for Financial Education that will champion 
education for financial capability in Wales. The FSA will be helping to 
make sure the emerging centre has the capacity to offer direct support to 
schools by funding a consultant based there.  

 
3.61 Other activity will be brought to bear, particularly the evaluation of the CD 

Rom resource Dealing with Debt that is directed to benefit those aged 11 
to 25. Similarly, Dynamo Curriculum materials will provide young people 
with an opportunity to undertake a mini-enterprise activity based on a 
charity or community enterprise. The material, designed by and aimed at 
teachers and presently under development, is scheduled for completion 
in May 2008, and will complement the 14-19 years of age Learning 
Pathways and the Key Skills and Welsh Baccalaureate in particular. They 
offer an opportunity for young people to learn experientially, and 
financial literacy is an integral part of this process. Bilingual materials are 
to be made available at no cost to all schools and colleges and are part of 
a suite of highly innovative resources providing young people with an 
opportunity to develop entrepreneurial skills as part of a learning 
continuum from ages 5-19. 
 

3.62 The revised statutory curriculum in Northern Ireland has a greater 
emphasis on the development of real world skills. Financial capability is a 
compulsory part of mathematics and will introduce pupils to financial 
planning and decision making through relevant topics such as credit and 
debit cards, student loans and mobile phone tariffs. The revised 
curriculum is being introduced on a phased basis from September 2007. 
The Northern Ireland Council for the Curriculum, Examinations and 
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Assessment has also been working with interested parties (eg FSA, 
General Consumer Council NI and NI Citizens Advice Bureaux) to develop 
resources to support financial capability education and pfeg has set up an 
NI Personal Finance Education Forum. 

 
3.63 In Northern Ireland the Department of Employment and Learning (DEL) is 

keen to raise the profile of Essential Skills, and financial capability is a 
useful context for raising awareness of both issues. This is a potential 
way of promoting the importance of numeracy among adults. To this end, 
the Department has been in discussion with the education arm of the 
Financial Services Authority to establish linkages to promote public 
understanding of the financial system.  

 
3.64 DEL provide a Student Support Fund in the further education sector 

which provides financial support for students who are in severe financial 
difficulty. A Student Services Forum, with representation from colleges, 
DEL, education and library boards and student unions also exists to 
advise and support students in this area.  

 
3.65 In March 2006, the Consumer Council for Northern Ireland established the 

Northern Ireland Financial Capability Partnership, with the Financial 
Services Authority (FSA), to act as a strategic focus for financial capability 
work being undertaken in Northern Ireland. It brings together 
representatives from the public, private and voluntary sectors. Its work 
covers the priority areas of financial capability as identified in the FSA UK 
Strategy and provides opportunities to avoid duplication, identify priority 
areas of work and share ideas and resources. 
 

3.66 Scotland does not have a statutory curriculum, but financial education 
will be included as a cross-cutting theme in the Curriculum for Excellence, 
which will be implemented from 2008/09. The Scottish Centre for 
Financial Education (SCFE) was launched in 2002 to help local authorities, 
schools and teachers provide high-quality financial education for young 
people. The FSA is helping SCFE grow by funding development officers 
to prepare schools and teachers for the proposed curriculum changes.  

 
3.67 The Financial Services Industry is active in promoting financial education 

in schools, including developing resources, supporting continuing 
professional development for teachers, and delivering programmes using 
its own staff. The Scottish Executive’s three financial education projects 
have reached the end of their two years of activity. Work with Citizens 
Advice Scotland and six member bureaux to provide financial education 
to vulnerable groups, such as lone parents, received a positive evaluation 
and continues during 2007/08, targeting the elderly in particular.  

 
3.68 The financial education work of the Greater Easterhouse Money Advice 

Project in Glasgow, in a community setting, also received a positive 
evaluation and will continue with support from Glasgow City Council. The 
Young Scot Infoline provides web and telephone-based information and 
advice for young people. While the website has attracted a high level of 
hits and downloads on financial matters, take-up of the telephone service 
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remains below expected levels. Young Scot will continue both services in 
2007/08 with support from the Scottish Executive and the FSA, and will 
undertake additional activity targeting young people in the post-school 
transition.  
 

3.69 The 11 local authority areas receiving the Scottish Executive’s Financial 
Inclusion Fund (£10.6 million 2006/08) are demonstrating good progress 
in delivering their agreed plans, including a range of financial education 
initiatives, and the development of savings and mini-credit unions in 
schools. 
 
Access to affordable credit 
 
Introduction 
 

3.70 The poorest groups often have the fewest options open to them in 
obtaining credit.  The Government remains committed to ensuring that 
everyone has access to affordable and appropriate credit products.   
 
Progress report and forward look 
 

3.71 ”Promoting Financial Inclusion”, published alongside the 2004 Pre-
Budget Report, made a series of announcements to improve access to 
affordable credit, in particular, through measures to increase the 
coverage, capacity and sustainability of third sector lenders - Credit 
Unions and Community Development Finance Institutions (CDFIs). These 
lenders both provide affordable loans to low-income individuals , and 
offer a route into wider financial inclusion.  
 

3.72 The Pre-Budget Report 2004 established the Financial Inclusion Fund (FIF) 
of £120 million over three years (2005-08).  DWP are administering £42 
million from the FIF to run a Growth Fund to allow credit unions and 
community development finance institutions to make affordable loans to 
financially excluded people without access to mainstream credit – over 
100 of these lenders are now receiving funding in England, Wales and 
Scotland, and over 46,000 loans totalling over £20m have now been 
made.  The Growth Fund is also providing training support for staff within 
third sector lenders, and funding to allow more credit unions to offer 
current account banking. The recent Comprehensive Spending Review 
announced that the Financial Inclusion Fund will continue at £130 million 
in the next spending period (2008-11), including further support through 
the Growth Fund.  
 

3.73 DWP is also delivering the “Now Let’s Talk Money” campaign that will 
provide hard-to-reach excluded consumers with information and support 
in accessing free face-to-face debt advice, affordable credit and basic 
banking, by working through trusted intermediaries.  It is being marketed 
to organisations that work on a regular basis with financially excluded 
people, and to the people themselves, making them aware of the services 
available.  This marketing activity has two elements: 
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• Personal stakeholder contact and mailing - targeted at more than 
13,000 intermediary organisations (eg advice agencies, credit unions, 
housing associations etc), giving more detail of what the campaign is 
about, and how they can become involved. 

 
• Radio and other direct advertising – aimed at encouraging financially 

excluded people to seek the help they need.  This will be in the form of 
posters on phone boxes, bus stops, radio adverts, inserts in the local 
press and door drops.  A free-phone contact centre has been 
established in order to signpost callers to the services they need, and 
this is supported by a dedicated campaign website available at 
http://www.nowletstalkmoney.com. 

 
3.74 In December 2006, the Government implemented the Eligible Loans 

Deduction Scheme, designed to reduce some of the cost and risk of 
lending to those on low incomes.  The scheme allows approved lenders 
to apply for repayment through deduction from benefit, where normal 
repayment arrangements have broken down.  The possibility of 
continued repayment in the event of default is a valuable support to 
lenders operating in this high-risk market. 97 lenders have so far signed 
up, including 73 Growth Fund-supported credit unions and CDFIs. 
 

3.75 In Scotland, fifteen credit unions were approved under the Service of 
General Economic Interest to offer additional products, including 
budgeting and savings accounts. Nine will be funded by the 
Scottish Executive and the remainder by their local authority. Activity in 
the 11 local authorities receiving the Scottish Executive's Financial 
Inclusion Fund included the opening of the first CDFI lending to 
individuals in Scotland, targeting those currently using doorstep lenders, 
a new credit union in Western Isles and the merger and extension of 
common bonds to create a credit union covering all of Renfrewshire. A 
new credit union in Angus opened with support from the Big Lottery.  
 

3.76 In Wales, appraisal of the capacity of the credit union movement to 
provide access to affordable credit will continue by the Welsh Assembly 
Government.  Financial support for the movement will take into account 
both a strategic approach and the needs of individual credit unions.  A 
high number of credit unions were successful in receiving awards under 
DWP’s Growth Fund. Stakeholder managers for the DWP ‘Now Lets Talk 
Money’ campaign will work with intermediaries to increase awareness of 
the products and services offered by credit unions.  The Welsh Assembly 
Government will work with credit unions to provide funding opportunities 
under the new European Structural Funding framework. Officials will also 
explore and make further recommendations on methods of debt 
redemption.   

  

http://www.nowletstalkmoney.com/
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Saving and asset ownership 
 
Introduction 
 

3.77 Even modest savings can help provide security and insulation from 
adverse shocks and so reduce the likelihood of becoming over-indebted. 
The Government seeks to support saving and asset ownership for all − 
from childhood, through working life and into retirement. 
 
Progress report and forward look 
 

3.78 Over 17 million people now have an Individual Savings Account (ISA), 
and £180bn was held in them in 2006. ISAs have a higher take-up among 
both low-income groups and the young compared to TESSAs or PEPs, 
which they replaced. Savings held in ISAs and PEPs are supported by an 
estimated £2.4 billion tax relief for 2007/08. Budget 2007 announced a 
new, simpler and more flexible regime from April 2008, making ISAs 
available indefinitely, introducing a new ISA structure and raising the 
annual investment limits. Every adult will have an annual allowance of 
£7,200. Up to £3,600 of this can be saved in cash with one provider. The 
remainder can be invested in stocks and shares with either the same or 
another provider. Savers will also be able to transfer money saved in cash 
ISAs into stocks and shares ISAs, and all Personal Equity Plans will 
automatically become stocks and shares ISAs. 

 
3.79 In addition to using tax incentives to encourage saving, the Government 

is exploring the use of matching (a government contribution for each 
pound saved) through the Saving Gateway.  The scheme has been piloted 
twice, and the final evaluation was published on 25th  May 2007.  Over 
22,000 participants took part in the pilots, amassing a total of £15m in 
savings and over £5m of government matched payments.  These pilots 
confirmed the success of matching as a targeted incentive for lower-
income savers.  They also demonstrated clear benefits of the scheme in 
promoting regular saving, bringing individuals into contact with financial 
institutions for the first time and offering a regulated environment in 
which to save.  

 
3.80 In the CSR/PBR, the Government announced that it is taking forward 

feasibility work into the system requirements to enable the rollout of the 
Saving Gateway. Subject to the results of this work, further 
announcements on the rollout will be made in the Budget. 

 
3.81 Child Trust Fund accounts became fully operational in April 2005. They 

will promote a saving habit and ensure that, in future, all children have 
access to a financial asset at age 18, regardless of their family 
background. The Child Trust Fund will also be used as a focus for 
financial education in schools. All children born since September 2002 
receive a £250 endowment to invest in a Child Trust Fund account, with 
children from families on lower incomes receiving £500. The Government 
will make further payments at age seven. Children, parents, family and 
friends can contribute up to £1,200 a year to each account, with no tax for 
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them to pay on interest or gains made in the account. Three million Child 
Trust Fund accounts are now open.  The Government is continuing to 
consult on further payments at secondary school age.  
 

3.82 Recommendation 1 of the Review of Over-indebtedness undertaken by 
the former Deputy Minister for Social Justice and Regeneration (in Wales) 
highlighted the socio-economic benefit of local authorities adding to the 
Children‘s Trust Fund (CTF) of children in their care: the Child Trust Fund 
Reimbursement Scheme was launched in September 2006. Local 
authorities will be reimbursed to a maximum of £50 per child a year for 
the payments that they make to the children’s accounts. The 
accumulation of these assets will mean that the most vulnerable Welsh 
children will have more money available to increase the number of life 
choices open to them when they leave care. It is estimated that the 
scheme would immediately help around 460 children, with an additional 
200 helped each year thereafter.  

 
3.83 The Welsh Assembly Government commitment to the Child Trust Fund, 

as a means of challenging poverty, will see all Welsh children receiving 
an additional supplementary payment of £50 as soon as they enter full-
time education: this will rise to £100 should the children in question fall 
among the most deprived.   
 

3.84 The Stakeholder suite of simple, low-cost, risk-controlled savings and 
investment products was launched in April 2005. The range includes a 
cash deposit account and a medium-term investment product, both of 
which are available within ISAs, as well as a Child Trust Fund account and 
a revised Stakeholder pension. There is also a new advice regime, Basic 
Advice, designed by the FSA to underpin the Stakeholder range. The 
Stakeholder suite will be reviewed in 2008. 
 
Responsible lending 
 
Introduction  
 

3.85 The issue of responsible lending is high on the agenda, with major recent 
changes to consumer credit legislation and continued action by the 
industry to drive up standards. The increased action against illegal money 
lenders is welcome to both their victims and to lenders who work within 
the law.   
 
Progress report and forward look 
 

3.86 The Consumer Credit Act 2006, when fully implemented, will update the 
legislative framework on consumer credit to provide comprehensive 
protection for consumers within a fairer and more competitive credit 
market by: 
 

http://www.opsi.gov.uk/acts/acts2006/pdf/ukpga_20060014_en.pdf
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• Replacing the current ‘extortionate credit’ test with a broader test 
based on the concept of ‘unfairness’. From April 2007, the new unfair 
relationships test has applied to new agreements. This enables the 
courts to look at the entirety of a relationship between the debtor and 
creditor to determine whether any of the circumstances arising from 
the agreement are unfair to the debtor. The new test will be extended 
to existing agreements from April 2008, although BERR has the 
flexibility to extend this start date in relation to certain types of 
existing agreement if necessary. 

 
• Extending the jurisdiction of the Financial Ombudsman Service to 

cover all standard consumer credit licence holders. This came into 
force in April 2007 for most credit businesses and will extend to credit 
information services and debt administration businesses from October 
2008. 

 
• Strengthening the licensing regime to enable the OFT to act more 

effectively against rogue traders and unacceptable practices. The 
reformed consumer credit licensing regime, including enhanced 
powers for OFT to tackle irresponsible lending, will come into force 
from April 2008, with the two new categories of business – debt 
administration and credit information services – introduced six 
months later. 

 
• Ensuring clear information is provided to the consumer during the life 

of the agreement. From October 2008 lenders will be required to 
provide statements to borrowers about fixed-sum credit agreements, 
notices of sums in arrears and notices of charges (default sums) 
imposed on them. Failure to do so means that lenders will not be able 
to enforce the agreement.  

 
• Extending protection to all consumer credit, regardless of value, by 

abolishing the current financial limit of £25,000 above which 
protection for the consumer is currently limited. This comes into force 
on 6 April 2008. 

 
3.87 BERR’s response to a consultation on credit card cheques was published 

in September 2006 (credit card cheques allow customers to draw funds 
against an existing credit card account). As a result of the consultation, 
the credit card industry agreed to introduce a credit card cheque 
summary box from the end of 2006. The summary box provides 
consumers with key information in a consistent and concise format and 
will help ensure that consumers understand the implications of using a 
credit card cheque as opposed to other forms of credit.  

 
3.88 The BERR-funded pilot to crack down on illegal money lenders continues 

to see cases submitted for prosecution in the pilot areas. Proceedings 
have been instigated against 58 individuals and the teams have benefited 
nearly 2,000 victims. Anecdotal evidence from the pilots suggests that the 
work is having a wider impact in moving people towards financial 
inclusion (as victims are introduced to credit unions) and reducing low-
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level crime within the community where the loan shark was operating. 
Research conducted for BERR to map the scale and extent of illegal 
money lending has shown that it occurs in micro-communities. Victims 
are either ‘credit-impaired’ (about one third of victims) – they have 
previously had credit but have failed to repay due to their chaotic 
lifestyles (often associated with alcohol or drug abuse) and are now 
unable to access legitimate credit – or ‘credit excluded’ (about two-thirds 
of victims) – they do not have the income or are already too over-
indebted to access credit. These victims are typically on benefits such as 
income support or disability benefits. Victims are, therefore, among the 
most vulnerable in our society.  

  
3.89 The independent evaluation of the pilots concluded that they had been 

successful in raising awareness of the illegal lending issue, and in 
building effective relationships with key partners such as the police and 
HM Revenue and Customs to address benefit fraud and tax evasion, 
frequently a feature of illegal money lending operations. The evaluation 
also praised the teams’ successes in detection and enforcement. 
However, the evaluation found that efforts to support victims in finding 
viable alternative sources of credit had met with greater obstacles. For 
example, in some of the areas served by the pilots, third sector lenders 
did not have the capacity to serve very high risk borrowers such as loan 
shark victims. In addition, some victims were deterred by the perceived 
requirement to save or by credit unions not being easily accessible locally 
or not having convenient opening hours.  
 

3.90 The national roll-out of the illegal lending project, now underway and 
funded by the Financial Inclusion Fund, to cover the whole of Great 
Britain will, therefore, have an increased emphasis on financial inclusion. 
The teams will be expected to build strong links with other local and 
central Government initiatives such as the ‘Now Let’s Talk Money’ 
campaign and Growth Fund-supported credit unions. Additional funding 
has been provided to establish money  advisors within Growth Fund-
supported lenders in areas of high loan shark activity to provide 
specialised and intensive support to the victims of loan sharks and other 
high risk borrowers, with a view to helping them develop the budgeting 
and financial capability skills required to responsibly manage a credit 
union loan. These pilots will also involve the extension of a separate line 
of capital to enable participating credit unions to make loans on riskier 
terms where appropriate.  

 
3.91 To supplement this, BERR has commissioned research which will map the 

capacity of the third sector to serve the most high risk borrowers in 
Britain. Alongside this, a qualitative study of the attitudes of high risk 
borrowers to money advice and third sector lenders will seek to identify 
the obstacles and perceptions which may prevent the most high risk 
borrowers seeking affordable sources of credit. It is expected that this 
research will be published later in the year. 
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mers (TCF)).  

                                                

3.92 In January 2007,30 the FSA announced that it would undertake a further 
and more extensive programme of work to test firms’ sales processes and 
systems and controls relating to the sale of payment protection insurance 
(PPI) policies. It follows reports on two earlier phases of work published in 
November 200531 and October 2006,32 which noted that with the 
exception of policies sold alongside prime mortgages, firms were 
generally failing to meet the relevant Rules and Principles when selling 
PPI (including Principle 6 regarding the fair treatment of custo

 
3.93 Following that earlier work, the FSA has taken enforcement action – 

resulting in fines and public censure - against ten firms for failures 
relating to the sale of PPI that were identified during the first two phases 
of work. It has also published a consultation paper proposing new rules 
for carrying out general insurance business (including the sale of PPI)33 
and information to help consumers who are considering taking out PPI.34 
On 26 September 2007 the FSA published the findings of its latest review 
of PPI selling standards, which showed improvements in some areas, but 
also that many firms are still failing to treat their customers fairly.35 The 
FSA now intends to strengthen its action against firms who fail to treat 
customers fairly when selling PPI. 
 

3.94 On 7 February 2007 the OFT referred the UK PPI market to the 
Competition Commission (CC) for further investigation. This followed a 
market study in response to a super-complaint from Citizens Advice and 
consultation on an earlier proposal to refer. OFT said that there appeared 
to be features of this market which restricted competition to the detriment 
of consumers. There was some evidence of a degree of consumer 
satisfaction with aspects of the product, but the evidence as a whole 
suggested to OFT that consumers got a poor deal.  

 
3.95 In November 2006, the Competition Commission (CC) published its final 

report into the home credit sector. This report introduced a number of 
measures to increase competition in the home credit market and lower 
prices to final consumers. The measures include a requirement for home 
credit companies to share data on their existing customers‘ payment 
records to open up the market to greater competition from other lenders 
and make it easier for these customers to access other forms of credit. 
Other measures will require companies to provide clearer information on 
the cost of loans, making it easier for those customers to shop around 
and compare offers and to change the early settlement rebate so that 
customers who settle loans early receive a better deal. The order 
implementing these measures was made by the CC in September 2007. 

 

 
30 www.fsa.gov.uk/pages/Library/Communication/PR/2007/003.shtml 
31 www.fsa.gov.uk/pubs/other/ppi_thematic_report.pdf 
32 www.fsa.gov.uk/pubs/other/ppi_thematic.pdf 
33 www.fsa.gov.uk/pubs/cp/cp07_11.pdf 
34 www.moneymadeclear.fsa.gov.uk/news/payment_protection_insurance.html 
35 www.fsa.gov.uk/pages/Library/Communication/PR/2007/102.shtml  

http://www.fsa.gov.uk/pages/Library/Communication/PR/2007/102.shtml
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3.96 Work is also proceeding on data sharing to help creditors make 
responsible lending decisions. By September 2005, all credit card lenders 
were sharing all credit card data, where legally able to do so. The retail 
banks also fulfilled their commitment to share data on all loans by the 
end of 2005, resulting in a substantial number of additional credit records 
being shared. The retail banks, further, have worked to shape a non-
mandatory agreement for the sharing of current account positive data, 
recognising the unique nature of the current account relationship 
including overdraft balances.  
 

3.97 There has also been individual action by some creditors. At the end of 
2005, Barclays, Egg, Abbey and the Cooperative Bank announced a joint 
initiative on sharing behavioural data (eg data regarding customers who 
only make minimum repayments). This action now has the support of the 
wider card industry and is being progressed under the auspices of APACS 
and is scheduled to begin by Q1 2008. The Royal Bank of Scotland, HBOS, 
Lloyds TSB and HSBC are piloting a scheme with CallCredit to determine 
the benefits of sharing income data. This has also been opened to wider 
industry involvement. Following discussions with industry groups, BERR 
published a consultation on the sharing of data on non-consensual credit 
accounts (those opened without a fair processing notice) in Autumn 2006. 
BERR is now working closely with industry to test potential solutions, 
with a view to issuing a formal response in the New Year. 

 
3.98 Although rising, the number of mortgage debt repossessions remains low 

by historical standards, and accounts for a very small proportion of total 
loans. Since 2004, there has been statutory regulation of mortgages, 
administered by the FSA, which helps to ensure that mortgage borrowers 
are treated fairly, receive suitable information and access to high quality 
advice. 

 
3.99 The FSA is taking forward its programme of work to assess whether firms 

are meeting appropriate standards and whether its regulation is effective 
and fair for consumers. The FSA has announced that it is currently 
reviewing the effectiveness of its regime, including for those facing 
arrears or repossession, to ensure that regulation is delivering consumer 
benefits. It will report findings on these issues next year. 

 
3.100 As before, the Government is taking action to improve financial capability 

and directly funds a range of debt advice. There is also support to those 
experiencing difficulty through Support for Mortgage Interest (SMI). 

 
3.101 The credit industry has also been taking forward work on responsible 

lending: 
 
• The Independent Reviewer of the Banking Code has completed his 

triennial review of the code, and the code sponsors published their 
response to his recommendations in November 2007 with a view to 
enhancing the responsible lending and financial difficulties provisions.  
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• APACS has continued to build on changes to improve transparency in 
the credit card industry. The www.choosingandusing.com website 
was launched in July 2005, and improved in May 2006. It provides 
impartial advice on credit cards, including terminology around using 
and borrowing money on credit cards. The Summary Box agreed for 
all issuers’ marketing materials in 2004, subsequently a Banking Code 
requirement, is now placed on all statements. A Summary Box-style 
approach for credit card cheques was introduced from the end of 
2006. In addition, card issuers display a health warning on all 
statements, including a telephone number for customers to contact if 
they require debt advice. 

 
• The Finance and Leasing Association’s (FLA) Lending Code has 

consumer protection at its core. It commits members to undertaking ‘a 
sound and proper credit assessment for all lending’, which allows 
lenders to refuse credit to those they feel are over-indebted or in 
danger of becoming so. Members commit to use the Common 
Financial Statement, which helps people arrange a solution to 
financial problems, and more generally to treat people who are in 
financial difficulty sympathetically. The Lending Code also commits 
members to provide clear and transparent information on minimum 
payments, APRs and statement details. The Lending Code was 
updated in 2007 to take account of the Financial Ombudsman 
Service’s (FOS) new responsibility for consumer credit complaints. 
FLA‘s scheme works alongside the FOS to ensure that customers who 
have complaints about their lenders are treated fairly. During 2007, 
FLA also worked with the Royal College of Psychiatrists to produce 
Final Demand: Debt and Mental Health − a booklet on debt aimed at 
carers of mentally ill people − and introduced specific provisions with 
the Lending Code to ensure customers with long-term health 
difficulties receive appropriate assistance. 

 
3.102 Two successive Working Parties of the Money Advice Liaison Group have 

also been looking into how individuals in debt with mental health 
problems can be better supported. The most recent Working Party was 
composed of trade representatives in the creditor sector, money advice 
experts and mental health professionals. The purpose of the working 
parties has been to propose to industry, money advice agencies and 
health professionals best practice in working with people with debt and 
mental health problems and to encourage the translation of this into 
codes of practice, guidance documents and training programmes. The 
final recommendations were adopted by MALG members in October 2007 
and launched publicly at the annual MALG conference in November 2007. 
 
Utility bills 
 
Introduction 
 

3.103 Arrears on utility and other household bills can be just as important and 
traumatic as those on consumer credit commitments and are more likely 
among low-income groups. Increases in utility charges in recent years 
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have highlighted the importance of work undertaken by utility companies 
and regulators on debt prevention and management, particularly for the 
most vulnerable. 
 
 
Progress report and forward look 
 

3.104 Domestic gas and electricity prices continued to rise through the larger 
part of 2006/07, with this trend being partially reversed only in the last 
quarter of the period. Price rises disproportionately affect low-income 
households. BERR has estimated that the number of fuel-poor 
households increased by 1.2 million between 2004 and 2006. 

 
3.105 In respect of indebtedness, a comparison of statistics of key measures for 

2005 and 2006 gives a mixed picture. The number of customers repaying 
a debt to a gas or electricity supplier has remained relatively stable over 
the years, with the majority of customers repaying a debt owing under 
£100. However, the average amount of debt owed per customer has 
steadily increased as prices have risen. Around 85% of gas customers 
repaying a debt owe £300 or less, and 65% owe less than £100. Around 
85% of electricity customers repaying a debt owe £300 or less, and 62% 
owe less than £100. This has been a relatively consistent pattern over 
time with 60-70% of customers owing under £100 each quarter. 

 
3.106 At Q4 2006, 5% of electricity and 4% of gas customers were repaying a 

debt.36 Of those, 61% were credit customers, and 39% prepayment meter 
(PPM) customers. 13% of electricity PPM customers (0.5m) and 14% of 
gas PPM customers (0.3m) are repaying a debt through a PPM, and the 
average debt repayment rate for PPM customers has increased. 

 
3.107 The number of customers disconnected for debt increased from around 

3,000 in 2005 to around 5,000 in 2006, still significantly below historic 
levels of 20,000-25,000. Ofgem note that supplier arrangements to 
prevent disconnection of vulnerable customers continue to work well. The 
total number of disconnections may be rising because suppliers are more 
confident that they are only disconnecting non-vulnerable ‘won’t pays’.   

 
3.108 The use of Fuel Direct has also decreased marginally.  
 
3.109 Overall, this suggests that suppliers’ efforts to deal sympathetically with 

debt have been successful, but that the effect of price increases on levels 
of debt may be beginning to become apparent. Ofgem continues to 
monitor indebtedness and will be reviewing suppliers’ debt management 
processes later in 2007.  

 

 
36 The term ‘debt’ in this section refers to customers who either have their PPM set to collect a debt 
or customers who are on a debt payment arrangement scheduled to last longer than 91 days/13 
weeks. A debt payment arrangement is a specific arrangement to repay outstanding arrears. The 
only Direct Debit customers to be included would be those who have specifically joined the scheme 
to repay a debt.  
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3.110 Key developments in 2006/07 have been: 
 
• The continuation of the energy suppliers’ Home Heat Helpline (0800 33 

66 99) giving customers access to energy-related measures (tariff and 
payment advice, Energy Efficiency Commitment, benefits entitlement 
checks and Warm Front). 

 
• Increased use of tariff freezes, social tariffs and trust funds by 

suppliers.  
 
• The continuation of joint BERR-RDA programmes in the North East 

and Yorkshire and Humberside. Twenty projects in each area will 
provide mains gas or community renewable technologies to deprived 
communities, reflecting the relatively high levels of fuel poverty in 
non-mains gas areas. The first projects have now come on stream. 

 
• A mail-out to 100,000 recipients of Pension Credit, in England, by gas 

and electricity suppliers and DWP. 
 

3.111 Key activities for 2007/8 include the inclusion of a Fuel Poverty section in 
the Energy White Paper, setting out a range of measures and proposals 
that aim to take a further 200,000 households out of fuel poverty, 
including: 
 
• encouraging increased corporate social responsibility by energy 

suppliers, with scope for giving Government powers to require more 
action in this area if voluntary action is not forthcoming 

 
• increased access to benefits entitlement checks 
 
• increased sharing of benefit information primarily to improve 

targeting of Government schemes and energy efficiency commitment 
 
• improved cross-Government communications to make all help 

currently available better co-ordinated and accessible 
 
• further work to encourage low-income customers to use the 

competitive market to reduce energy bills, and 
 
• following the success of the Warm Zone initiative by energy suppliers 

and network companies, the provision of £7.5 million to encourage 
further regional approaches to improve delivery of measures to the 
fuel poor.      

 
3.112 Water charges increased in 2006/07 with the average household water 

and sewerage bill increasing by £15 (5.5% including inflation) to £294. The 
actual level of increase varied depending on the water company 
providing the service and each customer‘s circumstances. Companies 
cannot increase prices by more than the price limit set by the Water 
Services Regulation Authority (Ofwat) each year. 



 61

 
3.113 Since 1999, water companies have not been able to disconnect 

households for the non-payment of bills, and debt levels have increased. 
Figures reported by water companies to Ofwat showed that as at 31 
March 2007 over £1 billion of household water charges were outstanding. 
However, nearly half of this amount related to water charges less than 12 
months old, much of which may only have recently been billed or will be 
collected through an agreed instalment plan (including direct debit). The 
level of revenue outstanding for more than four years increased by 12% 
to £122m between 2005-06 and 2006-07, and in 2006-07 companies wrote 
off over £100 million worth of unpaid bills. 

 
3.114 In 2006-07 companies reported spending £67m on debt management. 

Debt recovery activities take a number of forms, ranging from issuing 
reminder notices, telephoning or visiting the customer or passing debt to 
external debt recovery agents. The water industry is one of the main 
users of the court system to recover debt. Over 8.3 million pre-court 
action letters were sent to customers during 2006-07 with nearly 200,000 
court claims issued. 

 
3.115 Ofwat produces guidelines on how companies should deal with 

household customers in debt. These aim to strike the balance between 
companies dealing with customers sensitively while being able to 
effectively recover the money that is legally due to them. Ofwat reviewed 
these in 2006 and updated guidelines took effect on 1 April 2007. 

 
3.116 The Affordability Assistance Pilot Study is underway in the south west of 

England. It is offering targeted assistance to 800 low-income households 
and will assess the combined effect of a number of measures including 
benefits checks, water efficiency measures and metering. The results 
from the study are expected in late 2007, when ministers will consider 
rolling out the scheme more widely. 
 

3.117 Ofcom published the conclusions of its review of debt management and 
disconnection procedures as part of its wider review of the Universal 
Service Obligation in a statement in March 2006. As a result of the review, 
BT now promotes it’s prepay service to those facing disconnection and 
has made changes to its debt management processes. BT is also 
introducing a new social tariff scheme - BT Basic - during 2007 for 
customers on Income Support, Jobseeker’s Allowance or Pension Credit 
which is aimed at providing assistance to people who have difficulty 
affording a telephone. Ofcom is monitoring the impact of these changes 
on the levels of disconnection. 
 

http://www.ofwat.gov.uk/aptrix/ofwat/publish.nsf/AttachmentsByTitle/debt_guidelines270307.pdf/$FILE/debt_guidelines270307.pdf


 62

Debt advice 
 
Introduction 
 

3.118 Free and impartial debt advice is a vital safety net for many vulnerable 
consumers, improving their ability to manage financial commitments and 
stave off far more costly consequences.  
 
Progress report and forward look 
 

3.119 Capacity of free debt advice has continued to grow: 
 
• In the 2004 Pre Budget Report, the Government announced that £45 

million would be allocated to BERR, from the Financial Inclusion Fund, 
to increase the supply of free face to face debt advice (£15m in 2006-7 
and £30m in 2007-8, with a further £2.5m added to budgets in 2006). 
Sixteen partnerships of debt advice agencies were selected to 
increase capacity and availability of advice in the most financially 
excluded communities and social groups in England and Wales. 
Through recruitment and training of new debt advisers, capacity of 
the sector increased by over 500 advisors and, by the end of 
September 2007, over 66,000 clients had been helped with their debt 
problems.  

 
• The MoJ/Legal Services Commission Money Advice Outreach Pilot 

contracts were awarded in early 2006 (totalling £6 million), with the 
pilots under way from the end of April. The outreach pilots are testing 
the delivery of face-to-face money advice in outreach locations such 
as prisons, family and children’s centres, community centres, credit 
unions and housing advice centres. The twenty-two pilots employ 
around 47 full-time equivalent advisers, and these advisers had 
helped clients deal with over 15,000 debt problems up to the end of 
June 2007.  

 
• Telephone advice remains a major element of the multichannel 

approach to providing free and impartial debt advice to consumers 
and BERR, and MoJ each invested £1m in 2006/07 (the Scottish 
Executive contributed another £100,000) in the National Debtline 
(NDL). This helped NDL to recruit 15 new advisors in Spring 2006 and 
another 24 in the Autumn, to take their advisor headcount to 68 by the 
end of 2006 and client capacity to approximately 120,000 by the start 
of 2007. A further 20 advisors were recruited in Spring 2007 to give a 
planned advisor complement (ignoring turnover) of 88 and a client 
capacity of approximately 150,000 by the beginning of 2008. This 
investment in NDL complemented the work of the Consumer Credit 
Counselling Service (CCCS) and Payplan. CCCS advised 294,000 on 
their helpline in 2006 and staff numbers increased from 350 to 550. 
Payplan helped 125,000 first-time callers in 2006 and now employ over 
500 staff. In 2007/08, the Scottish Executive is funding Citizens Advice 
Direct, which provides advice by telephone and email, rather than the 
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traditional face-to-face model of bureaux, for the first year of a 
business plan which would progressively increase coverage from 
Glasgow to the whole of Scotland. 

 
• During 2006/07, CLS Direct’s advisors handled 37,500 debt advice 

matters, and by April 2007 the volume of debt advice calls had 
increased to 4,500 per month.  

 
3.120 Links between CLS Direct and the CCCS have been strengthened and this 

has allowed a system for the seamless transfer of calls to the most 
appropriate helpline to be instigated eg CLS Direct transferred 278 clients 
to CCCS in April 2007. This ensures that clients receive the correct advice 
to help them to resolve their debt problems. It also allows CLS Direct to 
concentrate its resources on clients with priority debts who are in most 
need.  

 
3.121 The Legal Services Commission (LSC) continues to fund free face-to-face 

debt advice for eligible clients. During 2006/07 the LSC funded 83,790 
case starts in debt. 

 
3.122 Local authorities continue to maintain a strong involvement in, and 

commitment to, tackling over-indebtedness at a local level. They have 
remained major funders of the independent voluntary advice sector, 
supporting and providing money advice services from generalist to 
specialist levels. Local authorities have also been involved in supporting 
the regional partnerships for BERR’s face-to-face Debt Advice Project and 
will seek to maintain this support in coming years. 
 

3.123 A coalition, coordinated by the LSC and including the Local Government 
Association (LGA), steered a National Occupational Standard (NOS) 
project for advice work. This will support the development of skills and 
learning for advisors.  

 
3.124 The Legal Services Research Centre carried out research into the cost-

effectiveness of debt advice in providing downstream savings. The 
project report was published in March 2007. It pointed to evidence of the 
severe consequences that can follow from debt problems and indicated 
that people who obtain advice fare better than those who do not. While 
the random control trial at the centre of the research did not enable a full 
cost-benefit analysis, it did indicate that the offer of advice yielded 
significant improvement within a relatively short time. 

 
3.125 The Money Advice Trust (MAT) continues to develop its strategy for 

sufficient and sustainable funding to develop cross-sector activities. Its 
specialist advisory service for debt advisors continued to expand, dealing 
with over 4,500 advice activities. Good progress is being made on its 
wiseradviser37 training with a number of courses provided online. It has  

 
37 http://82.109.189.184/arena/index.cfm 
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been a major contributor in the training of the hundreds of new advisors 
in BERR’s face-to-face Debt Advice Project. Substantial donations have 
again been secured from most major players in the consumer credit 
industry and Government: in 2006 donations amounted to £5.23 million. 

 
3.126 The Money Advice Trust is facilitating a sector-wide project, the Money 

Advice Quality Model, which will comprise the development of training, 
formal assessment and qualifications based on the National Occupational 
Standard, the use of standardised ‘casework tools’ such as standard 
letters and the Common Financial Statement, and the evaluation of advice 
quality through agreed review processes and the analysis of outcomes 
data. 

 
3.127 In Spring 2007, the Money Advice Trust commissioned Bristol 

University’s Personal Finance Research Centre to carry out a mapping 
exercise to identify research outputs and gaps in the areas of debt, money 
advice and debt solutions. Findings from this work have acted as a 
foundation for MAT to consult with its stakeholders on a proposed money 
advice sector research strategy to be taken forward in 2008. 
 

3.128 The Scottish Executive continued to provide more than £5 million a year 
to support money advice in Scotland through the local government 
settlement. It published the research report of the pilot projects on 
providing money advice to a range of vulnerable groups, including those 
in the transition to work, lone parents and people with learning 
difficulties, in March 2007. The research concluded that advice could be 
successfully provided both by mainstream agencies and by specialist 
organisations working with the client group, but that there was no ‘one 
size fits all’ approach for providing money advice to disadvantaged 
groups. Two capacity building projects − working with those with mental 
health problems and black and ethnic minorities − continue in 2007. The 
Scottish National Standards for Information and Advice Providers 
launched in November 2006 
(www.communitiesscotland.gov.uk/stellent/groups/public/documents/we
bpages/hmcs_009123.pdf). Money advice agencies in Scotland will now 
be expected to work towards accreditation to these standards. 

 
3.129 Thirty-seven debt advisors have been appointed in Wales as a 

consequence of the award to Citizens Advice Cymru under BERR’s face-
to-face Debt Advice Project.  

 
3.130 Efforts to map the sector have already begun with a view to identifying 

gaps in the existing provision. Consideration will then be given to 
plugging these gaps and moving toward a cohesive and pan-Wales 
framework that ensures a minimum service level standard.  

 
3.131 In Northern Ireland the Department for Social Development ran a public 

consultation from 16 January to 7 April 2006 on a Strategy for Supporting 
Delivery of Voluntary Advice Services to the Community. The strategy will 
provide an overarching framework for support and delivery of local 
advice services in Northern Ireland and will ensure that services are 
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targeted at the most disadvantaged in society. The strategy has been 
endorsed by the new Northern Ireland Ministerial Executive. The 
provision of comprehensive money/debt advice services will be an 
integral part of the new advice structures and it is intended that the new 
arrangements will be piloted in Autumn 2007. A mapping exercise is 
currently ongoing which will look at the provision of advice services 
across Northern Ireland. This will feed into the agreed framework. 

 
3.132 From February 2005 to March 2006 the Department of Enterprise Trade 

and Investment (DETI), in partnership with the Department for Social 
Development, funded a pilot project for the delivery of an integrated debt 
advice service in Northern Ireland. As the assessment of the pilot showed 
that there was a definite need for a face-to-face advice service, DETI 
decided to invite applications by public tender to provide a more 
permanent service. The two-year contract was awarded to Citizens Advice 
which now has advisors in place in offices throughout Northern Ireland. 
In the year ending March 2007 the contract dealt with £15m of consumer 
debt and attracted 1,670 new clients.  

 
3.133 On 31 March 2007, the DETI published a debt action plan following 

widespread consultation. The action plan includes a number of proposals 
to enhance the provision of debt advice.  
 

3.134 Debt in many cases creates a formidable barrier to finding employment, 
and where a concern is raised by a client, staff in the Jobs and Benefits 
Offices in Northern Ireland will refer them to an appropriate source for 
advice eg Citizens Advice Bureau (CAB). Lone Parent Project Personal 
Advisors have been trained to tease out any debt issues and they refer 
clients to specialist help available from CAB or Gingerbread.  
 
Debt collection 
 
Introduction 
 

3.135 Creditors who have a legitimate claim should be able to pursue it through 
a straightforward and accessible system and enforce any judgment by the 
most appropriate means. Within this, people must be protected from any 
oppressive pursuit of debt. 
 
Progress report and forward look 
 

3.136 The OFT published the result of its review of compliance with its debt 
collection guidance in December 2006.  
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3.137 The OFT found that: 
 

• the guidance helped consumer  advisors to challenge unfair behaviour 
and that debt collectors, debtors and consumer  advisors were 
increasingly aware of the guidance 

 
• it had led to positive changes in industry behaviour, but  
 
• there was more to be done to improve compliance levels. 
 

3.138 Consumer advisors reported that the most serious practices, including 
threats of violence, had reduced. Consumers’ main concerns remain 
threatening statements, being contacted at unreasonable times, failure to 
investigate disputed debts and threatening court action but describing the 
process incorrectly. 

 
3.139 However, improvements in industry practices included: 

 
• creating dedicated complaint handling units 
 
• revising standard letters that could mislead or be seen as threatening, 

and 
 
• ceasing to send anonymous telemessages to debtors.  
 

3.140 New measures to improve court-based enforcement methods are 
contained in Parts 3 and 4 of the Tribunals, Courts and Enforcement Act 
2007. By providing better access to information and more streamlined 
enforcement mechanisms, these measures will ensure that enforcement 
is more correctly targeted, that the most appropriate methods of 
enforcement are used, but that the most vulnerable members of society 
will be protected from unduly aggressive enforcement by unscrupulous 
or over zealous creditors. The successful implementation of the major 
changes being delivered by this Act will require careful planning. It is 
currently anticipated that the changes will be introduced after any further 
consultation with key stakeholders that may be required has been carried 
out, and the results of that consultation analysed. 
 
Debts to Government and local authorities 
 
Introduction 
 

3.141 The debts to Government can range across benefit and tax credit debt, 
income tax debt, Council Tax arrears and fines. These are typically 
governed by separate legislation and Departmental guidelines. The 
challenge is to help the vulnerable consumer deal with these in a 
complementary way.  
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Progress report and forward look 
 

3.142 In recognition of the high social and economic costs of eviction, in 2005 
the DCLG produced a research report and associated good practice 
guidance on the prevention and management of rent arrears: Improving 
the Effectiveness of Rent Arrears Management.38 The good practice 
guidance is aimed at all social landlords and at all levels of a landlord’s 
rent arrears management service, from elected local authority members 
and elected Registered Social Landlord board members, through to 
management organisations like ALMOs and TMOs, housing officers, 
tenants and their associated representative bodies. The guidance 
emphasises that social landlords should seek to maintain and sustain 
tenancies, rather than terminate them and that eviction should be used as 
a last resort.  

 
3.143 The Civil Justice Council have also issued a pre-action protocol relating to 

proceedings for claims made by a social landlord against a tenant for 
possession due to rent arrears. The Rent Arrears Pre-Action Protocol 
(introduced October 2006) aims to encourage pre-action contact between 
parties and provides a structure to be followed by landlords who are 
considering issuing court proceedings. The court will take into account 
whether the protocol has been followed when considering what order to 
make. The message of that pre-action protocol reflects that contained 
within the DCLG guidance that eviction proceedings should be a last 
resort. 
 

3.144 A quick guide summary of the guidance, aimed at housing practitioners 
and tenants, was published in 2006 and is available on the DCLG website 
at www.communities.gov.uk/publications/housing/guideeffective2.  

 
3.145 Tax credit overpayments are the consequence of a responsive system and 

could only be avoided by moving to an entirely fixed system. HM 
Revenues and Customs (HMRC) have taken – or are in the process of 
taking – a number of administrative steps to improve how they handle the 
recovery of overpayments, particularly for those on lower incomes who 
might suffer hardship as a result of the adjustment to their payments. 

 
3.146 Since November 2005, HMRC will suspend the recovery of an 

overpayment if a claimant disputes it until they have examined the case 
in detail: 
 
• A revised version of the Code of Practice on Overpayments (COP 26) 

included a clearer statement of the circumstances in which HMRC are 
willing to write off an overpayment, and consultation is in progress on 
further improvements. 

 

 
38 Available on the DCLG website at 
www.communities.gov.uk/publications/housing/improvingeffectiveness  

http://www.communities.gov.uk/publications/housing/guideeffective2
http://www.communities.gov.uk/publications/housing/improvingeffectiveness
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• To ensure that no one suffers hardship as a result of adjustments to 
their tax credits payments, HMRC have introduced automatic 
restrictions on in-year recovery which mirror those in place where the 
overpayment is from a previous year. 

 
3.147 In addition, as announced in the Pre-Budget Report 2005, a package of 

improvements have been introduced which will help the tax credit system 
work better for families by: 
 
• providing greater certainty over their tax credits payments while 

maintaining flexibility to respond to falls in income and changes in 
circumstances, including a much more generous disregard of 
increased in-year earnings 

 
• giving claimants clear responsibilities to report changes promptly, 

which will allow HMRC to base tax credit payments on the best 
possible information, and 

 
• reducing overpayments (HMRC estimate that when they have fully 

worked through, these measures will reduce overpayments by around 
one third). 

 
3.148 Under Parts 3 and 4 of the Tribunals, Courts and Enforcement Act 2007, 

all creditors, including Government departments and local authorities 
will, in future, be using the same procedures and processes when 
enforcing judgments and debts owed to them by way of bailiff action. 
This will remove the current discrepancies whereby different types of 
debt owed to different departments and authorities can be enforced in 
different ways by different types of bailiff. Although creditors will retain 
the flexibility to choose their preferred enforcement method, where they 
opt for court-based enforcement, there will be a common approach. In 
future, all debts will be enforced in the same way using the same powers. 
This will make the recovery system easier to understand for all parties 
involved in the process, including those who find themselves in debt and 
on the receiving end of enforcement action. 
 

3.149 The DWP and HMRC hold the largest volume of debt of any Government 
departments. Over time a great many people have to deal with both 
departments and unfortunately some people end up owing a debt to 
each.  

 
3.150 DWP and HMRC have been working to analyse the nature and volume of 

these debts. In taking this work forward a number of complex data 
protection issues have had to be addressed. It is expected that a number 
of initiatives for joint working will be trialled to help people manage their 
debt in a more holistic way. 
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3.151 Local authority good practice in debt recovery includes specialist debt 
advisors and specialist money advice units. It also includes corporate 
debt policies, providing training in giving basic debt advice/assistance to 
housing officers, a self-help guide, plus home visit-based casework for 
people with the most serious debt problems. Best practice in the 
management of corporate debt was a major factor in the Beacon Scheme 
theme on ‘Promoting Financial Inclusion and Tackling Over-
indebtedness’.39 This was won by Leeds City Council, South Tyneside 
Metropolitan Borough Council and Sheffield City Council. 
  
The justice system 
 
Introduction 
 

3.152 The Government’s strategy is to improve current court practices and 
products with a view to supporting those in debt and allow them to 
resolve, where possible, problem debts without the need for them to be 
brought to court. If court involvement is necessary, cases should be 
resolved efficiently, effectively and speedily. 
 
Progress report and forward look 
 

3.153 The Insolvency Service have published a consultation document on 
proposals to simplify the Individual Voluntary Arrangement (IVA) regime 
and associated matters. When IVAs were first introduced, they were 
aimed at professionals and traders. However, over 80% of IVA cases 
today are non-trading consumer debtors with a steady income stream 
and perhaps equity in a property. Such cases are relatively 
straightforward to administer, and do not require the full rigour of the 
original process. 

 
3.154 The simplified regime will apply to cases where the debtor owes less than 

£75,000 and the debts are not disputed. In such cases, it is proposed that 
there will be simple majority voting (the current regime requires 75%), a 
paper meeting of creditors rather than a face-to-face meeting, and no 
facility for creditors to make modifications to the proposal. There are also 
proposals to simplify reporting and filing requirements. These changes 
will make straightforward cases quicker and simpler to administer, and 
will also reduce the costs of administering the case, thus producing better 
returns to creditors. 

 
3.155 The Insolvency Service has also been working with representatives from 

across the industry to identify improvements which are best dealt with by 
best practice protocols. On 17 January 2007 the Insolvency Service held a 
forum on IVAs, co-chaired with the BBA. Over 130 people attended, 
representing IVA providers, debt advisors, creditors, agents, and  

 
39 Further information can be found at www.beacons.idea.gov.uk/idk/core/page.do?pageId=6070067 

http://www.beacons.idea.gov.uk/idk/core/page.do?pageId=6070067
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regulators. There was general agreement that IVAs continue to provide an 
effective means of dealing with debt, but a number of key areas were 
identified which were felt to be matters best addressed by best practice or 
industry protocols. As a result, four working parties were convened to 
discuss: 
 
• Design of a standard proposal for use in straightforward cases, 

including how surplus income is calculated and dealt with. 
 
• Issues of due diligence, including the minimum standard of 

information to be provided to debtors, advertising and acceptable 
practices/wording and suggestions on how regulators can meet 
expectations of increased transparency. 

 
• Design of a protocol for use in ‘straightforward, consumer-based’ 

potential IVA cases. That protocol to cover the level of verification of 
the debtor’s financial position that could reasonably be expected, and 
the treatment of any property interest that the debtor might hold. 

 
• Recommendations on fees and charging mechanisms.  
 

3.156 These working parties reported back at a forum on 31 May, attended by 
over 170 people. Work is continuing to take the proposals forward, and 
the Working Group reports, Action Points from the 2nd Forum and 
milestones achieved are available at: 
www.insolvency.gov.uk/insolvencyprofessionandlegislation/policychange
/ivaforummay07/ivaforummay07.htm 

 
3.157 On 17 January 2007, OFT warned 17 financial management businesses 

promoting IVAs that their adverts and websites could potentially mislead 
consumers. This followed a compliance sweep. Some of the claims made 
were considered in breach of the OFT guidance for consumer credit 
licensees engaged in debt management services. The businesses were 
warned to take immediate corrective action. 

 
3.158 The Ministry of Justice (MoJ) has signed a new contract with Registry 

Trust Ltd for them to maintain the Register of Judgments, Order and 
Fines until 31 March 2010. Together with the information on judgements 
fines and orders that is already collected, details of Enforcement 
Restriction Orders (ERO) will also be included in due course following the 
implementation of Chapter 2 of Part 5 of the Tribunals, Courts and 
Enforcement Act 2007. The ERO will provide protection from enforcement 
to those who want to repay their debts but who, due to sudden 
unforeseen financial setback, are not able to do so immediately. 
Registering the ERO data will inform creditors of debtor short-term 
problems and that they are actively trying to overcome these. This will 
assist in encouraging responsible lending.  

 

http://www.insolvency.gov.uk/insolvencyprofessionandlegislation/policychange/ivaforummay07/ivaforummay07.htm
http://www.insolvency.gov.uk/insolvencyprofessionandlegislation/policychange/ivaforummay07/ivaforummay07.htm


 71

3.159 MoJ are moving forward with the registration of confiscation orders (i.e. 
working with Criminal Justice colleagues on preventing money being lent 
inappropriately) and this is expected to be implemented by the end of 
2007.  
 

3.160 Her Majesty’s Court Service (HMCS) has implemented a focused strategy 
to encourage the appropriate resolution of disputes by introducing a 
hierarchy of messages in all its relevant communications media. This 
primarily encourages parties to resolve the matter outside of court, but 
where court action is necessary, encourages greater use of more cost-
effective e-channels (electronic channels) for making a claim for money or 
to take possession of a property. During 2006, HMCS researched the 
claimant experience of making a claim and key decision points. The 
strategy seeks to intervene at these decision points to change claimant 
behaviour. To incentivise the use of more cost-effective e-channels HMCS 
introduced differentiated fees for paper and online issue on 1 October 
2006. 

 
3.161 The Tribunals, Courts and Enforcement Act was passed in Summer 2007. 

Part 5 of the Act: 
 
• Reforms the current county court Administration Order System (i.e. a 

long-term debt management scheme managed by the court) by: 
- introducing flexibility by allowing changes to the amount of debt 

that can be included in the scheme to be made by statutory 
instrument − the current intention is to increase it, initially, from 
£5,000 to £15,000 

- restricting entry to those who have surplus income and therefore 
can afford to make and maintain realistic repayments throughout 
the life of the order 

- clarifying that the absolute maximum lifetime of an order is five 
years to improve certainty to all parties 

- making composition (i.e. the partial writing off of debts) dependent 
on compliance 

- ensuring that debtors keep the court and creditors informed of 
changes to circumstances and/or the disposal of assets, and  

- allowing the court to take account of assets when considering 
whether an order should be made. 

 
• Introduces Debt Relief Orders, aimed at people who owe relatively 

little but are on very low incomes, have no assets to speak of and no 
prospect of being able to pay what they owe within a reasonable 
timescale. Such people are financially excluded from the currently 
available debt resolution procedures because they have nothing to 
offer their creditors and cannot afford the deposit required to file for 
their bankruptcy. Debtors who meet financial and other criteria will be 
able to apply for an order online through an approved intermediary 
from the money advice sector. The official receiver will make the order 
administratively and it will have the same force as if it were made by 
the court. Its effect will be to prevent enforcement of the debts, which 
will be discharged after 12 months. While subject to the order, the 
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debtor will face similar restrictions as in bankruptcy, and, like 
bankruptcy, there is an enforcement regime to tackle individuals who 
are guilty of misconduct in relation to their insolvency. At present it is 
intended that the financial entry criteria will be that the debtor has 
total liabilities of no more than £15,000, total assets of no more than 
£300 and surplus income not exceeding £50 per month. The expected 
start date is April 2009. 
 

• Introduces Enforcement Restriction Orders. The Enforcement 
Restriction Order will stop enforcement for up to a maximum of 12 
months against those who want to repay their debts but who are 
temporarily unable to do so due to a sudden unforeseen financial set-
back.  

 
• Provides enabling powers for the Lord Chancellor to approve non-

court based operators of non-court based debt management schemes. 
This approval will allow operators to offer composition of debts 
(probably within set limits) and to compel creditors (in specified 
circumstances), to abide by the terms of individual plans made under 
these schemes. There will be further full public consultation including 
a separate impact assessment before these measures are introduced.  

 
3.162 Consultation on regulations for Administration Orders and Enforcement 

Restriction Orders will be published in Autumn 2007. 
  
3.163 Last year, the MoJ piloted a proposed court generated pre-action notice 

(PAN). The aim was to improve engagement and therefore, perhaps, 
avoid litigation by encouraging debtors to deal with debt earlier, either by 
engaging direct with creditors to try to negotiate acceptable settlement or 
by seeking independent advice and assistance. The PAN, which was 
benchmarked against current practice among a number of regulated and 
Government creditors, gave details of: 
 
• how payment could be made 
 
• how to contact creditors to discuss individual cases 
 
• how to contact free advice providers. 
 
It also warned of the possible consequences of inaction. 
 

3.164 Exeter University were engaged to carry out a qualitative study into the 
impact of the PAN on debtor behaviour.  

 
3.165 The pilot ended in September 2006. Neither the results of the PAN pilot 

itself, nor the qualitative study carried out by Exeter University, show that 
the PAN had a noticeable impact on encouraging engagement compared 
to well established practice among creditors in the regulated sectors in 
particular. However, both confirmed that where a creditor does issue a 
clearly structured letter before action, around half of debtors would 
engage at that stage.  
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3.166 The report from Exeter University was published in August 2007 and 

HMCS is currently consulting on proposals to encourage all creditors to 
adopt appropriate pre-action behaviours in the light of this finding. 

 
3.167 The Bankruptcy and Diligence etc. (Scotland) Act 2007 received Royal 

Assent in January 2007. The first set of changes, to the Debt Arrangement 
Scheme, were implemented in June 2007: these include the freezing of 
interest and charges during the period of the debt payment 
programme and their cancellation at its end. Further changes to 
bankruptcy, which will take until 2008 to complete, include introducing a 
new route into bankruptcy for low income, low asset debtors. 
Implementation of changes to diligence (debt recovery) will follow those 
to bankruptcy. 
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Annex A  Summary Action Plan for 2007/08  
 
The following table summarises action for 2007/08, and beyond, to tackle over-
indebtedness. 
 
Policy area Action Lead  

organisation 
Poverty and social exclusion 
Maximising 
employment 

 Supporting people into work DWP 

Strategy for older
people 

 Maximise take up of: 
 Pension Credit, and  
 State Second Pension. 

 See www.dwp.gov.uk/pensionsreform/ 

DWP 

Housing Benefit  Progressing and consolidating substantial 
improvements in applications processing. 

DWP 

Social Fund  Continuing to focus financial support on 
the most vulnerable through loans and 
grants. 

DWP 

Causes of 
problem debt 

 A review of the evidence of the causes of 
problem debt. 

BERR 

Scotland  Complete the review of the 2005 Financial 
Inclusion Action Plan. 

Scottish  
Executive 

Financial Capability and information 
National 
Strategy for 
Financial 
Capability 

 Continue to encourage advice agencies 
and regulated firms to promote the FSA’s 
interactive online tools. 

 Increase the number of schools with access 
to support through Learning Money 
Matters to deliver the new ‘economic well-
being and financial capability’ programme 
of study in England. 

 Roll-out Money Doctors initiative to help 
students in higher education and adapt it 
for further education colleges. 

 Provide financial capability training to 
professionals in organisations which 
provide services to young adults not in 
education, employment or training 
(NEETs). 

 Expand access to information and 
education on personal finance in the 
workplace. 

 Roll-out larger trial of the Parents’ Guide to 
Money to new and expectant parents. 

 See www.fsa.gov.uk/financial_capability 

FSA 
 

http://www.dwp.gov.uk/pensionsreform/
www.fsa.gov.uk/financial_capability
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Financial 
capability 

 Publish an action plan setting out how 
Government will achieve its aspirations for 
raising levels of financial capability over 
the next 10-20 years.  

HM 
Treasury 

Personal finance 
education 
(England) 

 Roll-out of new secondary curriculum from 
September 2008, which includes new 
dedicated ‘economic well-being and 
financial capability’ strand at key stage 3 
and 4, as part of a revised curriculum for 
personal, social, health and economic 
(PSHE) education. The new National 
Curriculum programmes of study are 
available at www.qca.org.uk/curriculum. 

 £11.5m support programme across CSR 
period which will include: 

 Revising curriculum guidance for 
financial capability, originally published 
in 2000, to reflect the changes to the 
secondary curriculum and bring them 
up to date.  

 Developing Child Trust Fund classroom 
resources to accompany the first 
additional payments to seven year olds 
in 2009. 

 Developing an ‘economic well-being 
and financial capability’ extension 
module within the PSHE continuous 
professional development programme. 

DCSF 

Financial 
education 
(Wales) 

 Improve financial literacy through the 
Welsh secondary school curriculum. 

 Emulate the Scottish Centre for Financial 
Education model. 

Welsh 
Assembly 
Government 

Secondary school 
curriculum 
(Northern 
Ireland) 

 Introduce the revised statutory curriculum,
on a phased basis, from September 2007. 

NI Executive 

Financial 
education 
(Scotland) 

 Extension of projects to target the elderly 
and young people in the post-school 
transition.  

Scottish 
Executive 

Financial 
capability 
partnership 
development 

 Focus on groups with lower financial 
capability who could benefit most from 
access to preventative general money 
advice.  

 See www.fsa.gov.uk/financial_capability 

FSA 
 

Transparency in 
the consumer 
credit market 

 Implement the new Consumer Credit Act 
provisions 
seewww.berr.gov.uk/consumers/consumer
-finance/credit-act-2006/index.html 

 

BERR 

http://www.qca.org.uk/curriculum
http://www.berr.gov.uk/consumers/consumer-finance/credit-act-2006/index.html
http://www.berr.gov.uk/consumers/consumer-finance/credit-act-2006/index.html
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Financial 
inclusion literacy 
 

 Undertake review of available literature 
(generic and cohort-specific initiatives such 
as elderly, disabled, ex-offenders etc). 

Welsh 
Assembly 
Government 
 

Financial 
capability audit  
 

 Concentrating on NEETs and adults in 
community settings. 

Welsh 
Assembly 
Government 

Access to affordable credit 
Credit unions 
(Wales) 

 Continue to explore debt redemption 
methods and support for credit unions. 

 Support credit unions to work in all 
secondary schools.  

Welsh 
Assembly 
Government 

Credit unions 
(Scotland) 

 Approved credit unions to offer additional 
products, Scotcash CDFI and credit unions 
extend service with Financial Inclusion 
Fund support. 

Scottish 
Executive 

Saving and asset ownership 
Child Trust Fund 
(Wales) 

 All children to receive – upon entering full-
time education – supplementary payment 
of £50 (rising to £100 for those from 
deprived areas). 

Welsh 
Assembly 
Government 

Responsible lending 
Consumer Credit 
Act 2006 

 Provides comprehensive protection for 
consumers within a fairer and more 
competitive credit market – see 
www.berr.gov.uk/consumers/consumer-
finance/credit-act-2006/index.html 

BERR 

Illegal money 
lenders 

 Pilots expand – see 
www.berr.gov.uk/consumers/consumer-
finance/over-
indebtedness/lending/Illegal%20Lending%2
0Project/page37542.html 

BERR 

Confiscation 
orders 

 Implementation of the registration of 
confiscation orders. 

MoJ 

Payment 
protection 
insurance (PPI) 

 Second round of thematic work to be 
carried out to check compliance levels. FSA 
will consider whether further regulation is 
necessary. OFT referred the PPI market to 
Competition Commission. 

FSA/OFT 

Data sharing  BERR consultation on the sharing of data 
on non-consensual accounts – see 
www.berr.gov.uk/consultations/page34515.
html 

 Sharing of behavioural credit card data is 
scheduled to begin by Q1 2008. 

 

Credit 
sector, 
CRAs, BERR, 
MoJ 

 

http://www.berr.gov.uk/consumers/consumer-finance/credit-act-2006/index.html
http://www.berr.gov.uk/consumers/consumer-finance/credit-act-2006/index.html
http://www.berr.gov.uk/consultations/page34515.html
http://www.berr.gov.uk/consultations/page34515.html
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Utility bills 
Fuel poverty  Fuel poverty section in Energy White Paper 

in May 2007, including: 
 encouraging increased corporate social 

responsibility by energy suppliers 
 increasing access to benefits 

entitlement checks 
 increasing information-sharing to 

improve targeting of programmes 
 improving cross-Government 

communications to ensure help is better 
co-ordinated and more accessible 

 encouraging low-income customers to 
use the competitive market to cut bills, 
and 

 £7.5 million for area-based fuel poverty 
activities 

See: 
www.berr.gov.uk/energy/whitepaper/page3
9534.html 

BERR/Defra 
 
BERR/Defra 
 
Defra 
BERR/Defra/
DWP/ 
suppliers 
BERR/Defra/
OGDs 
 
BERR/Ofgem/ 
Energywatch 
 
Defra 

Water 
affordability 

 Affordability Assistance pilot study 
underway. Results expected late 2007. 

Defra and 
collaborators 

Debt advice 
Face-to-face 
debt advice 

 Second year of funding to debt advice 
agencies now underway. First evaluation 
issued in September 2007. See 
www.berr.gov.uk/consumers/consumer-
finance/over-indebtedness/debt-advice/ 

BERR 

Money advice  Outreach pilots underway. Pilots will seek 
to enhance understanding of most 
appropriate means of providing free debt 
advice to vulnerable consumers. The first 
phase evaluation report is at 
www.lsrc.org.uk/publications/Outreach.pdf. 
Results of further evaluation phases will be 
published in 2008. 

MoJ 

Telephone 
advice 

 This continues to be a major part of the 
multilateral approach to providing free and 
impartial debt advice.  

LSC/Free 
debt advice 
sector 

Research  Results of research into cost effectiveness 
of debt advice in providing downstream 
savings published in March 2007 – see 
www.lsrc.org.uk/publications/Impact.pdf 

LSRC 

Debt advice 
(Scotland) 

 Continue support for money advice, review 
activity in the light of the research on 
providing money advice to vulnerable 
groups, embed National Standards for 
Information and Advice providers in 
money advice sector. 

Scottish 
Executive 

   

http://www.berr.gov.uk/energy/whitepaper/page39534.html
http://www.berr.gov.uk/energy/whitepaper/page39534.html
http://www.lsrc.org.uk/publications/Outreach.pdf


 78

   
Debt advice 
(Wales) 

 Mapping of advice sector – debt 
specifically and all advice services more 
generally – to identify gaps in the existing 
provision and leading to consideration of 
how best to secure a minimum service 
level standard. 

Welsh 
Assembly 
Government 

Debt advice 
(Northern 
Ireland) 

 Strategy to support delivery of voluntary
advice services to the community provides
an overarching framework for support and
delivery of local advice services. This will be
an integral part of new advice structures.
Pilot of the new arrangements will take
place during Autumn 2007. 

 Citizens Advice Bureaux, as a result of their
successful tender, will provide face-to-face
debt advice until March 2008. 

NI Executive 

Debt collection 
The Tribunals,
Courts and  
Enforcement Act
2007 

 Consultation paper on AOs and EROs will 
be published in Autumn 2007. 

MoJ 

Debts to Government 
Council Tax 
arrears 

 DWP also taking active measures to ensure 
people are aware of Council Tax Benefit 
and take up their entitlement. 

DWP 

Tax credit 
overpayments 

 Improve the way in which the recovery of 
overpayments are handled, particularly for 
those on lower incomes. 

 Recovery of an overpayment is suspended 
if disputed until the case has been 
examined in detail. 

 Consultation is in progress on further 
improvements to the Code of Practice on 
Overpayments (COP 26) which proposes 
introduction of a contract of responsibility. 
This would make it clear to claimants what 
is required of them and make it easier to 
understand the circumstances in which 
overpayments will be recoverable. HMRC 
will undertake to act promptly and 
accurately when notified of changes.  

 No one will suffer hardship as a result of 
adjustments to their tax credit payments. 

 As the improvements introduced in 
consequence of the Pre-Budget Report 
2005 work through the number of 
overpayments will decrease and help the 
tax credit system work better for families. 

HMRC 
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Compliance with
court orders 

 Courts Act 2003 introduced tougher 
measures to elicit prompt payment and 
more severe sanctions for those that 
default or play the system. 

MoJ 

Debts to 
Government 

 A number of initiatives expected for joint 
working to help people manage their debt. 

DWP/HMRC 

Good practice   Corporate debt best practice was a major 
factor of the Beacon Scheme theme on 
‘Promoting Financial Inclusion and 
Tackling Over-indebtedness’.  

Local 
authorities 

The justice system 
Debtor 
engagement 

 The consultation paper on the Debt Claim 
Process: Helping people in debt to engage 
with the problem (issued in Summer 2007). 
The aim is to encourage early engagement 
between creditors and their debtors.  

MoJ 

Alternative 
Dispute  
Resolution (ADR) 

 Complete roll-out of free in-house 
mediation service for people involved in 
county court small claims. 

 Continue to promote the use of mediation 
in fast and multi-track cases by 
encouraging courts to refer litigants direct 
to the National Mediation Helpline. 

 

MoJ 

New measures to
assist those in
multiple debt 

 Tribunals, Courts and Enforcement Act 
2007 will: 

 reform the court-based Administration 
Order (AO) system 

 introduce Enforcement Restriction 
Orders (EROs), and 

 provide enabling powers for the Lord 
Chancellor to approve non-court based 
operators. 

 

MoJ 

Debt Relief 
Order (DRO) 

 To work towards implementation of DROs 
(expected commencement April 2009)  

 To work towards simplifying the IVA 
regime, through legislative change and 
through best practice and industry-wide 
protocols. 

 

Insolvency 
Service 

Scotland  Implementation of bankruptcy aspects of 
the Bankruptcy and Diligence etc 
(Scotland) Act 2007 

Scottish 
Executive 
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Annex B  Update on Over-indebtedness Research 
 
Forthcoming research 
 
1. A minimum income standard for Britain 
Loughborough and York Universities 
Researchers: Sue Middleton and Jonathan Bradshaw 
Due to be published: May 2008 
See: www.minimumincomestandard.org 
 
Current debates about reducing or ending poverty in Britain suffer from 
the absence of a socially agreed, empirically-based minimum income 
standard. This proposal brings together the expertise of the Family 
Budget Unit (FBU) and the Centre for Research in Social Policy (CRSP) in 
order to develop such a standard which will answer the question ‘What 
level of income is needed to allow an acceptable standard of living in 
Britain?’ 
 
The aim of the proposed research is to develop a minimum income 
standard blending the best elements of the two main methodologies that 
have been used to develop budget standards in Britain in recent years. 
Such a standard will specify an income sufficient to reach a basic 
standard of living: a standard that social policy should aspire for everyone 
to meet. The standard will be rooted in social consensus about the goods 
and services that everyone in modern Britain should be able to afford, 
while at the same time drawing on expert knowledge about basic living 
requirements and actual expenditure patterns.  
 
The proposed research will establish a minimum income standard for 
each type of family. These can then be used as benchmarks for benefits, 
tax credits, foster care allowances, affordability of housing, 
minimum/‘living’ wages, income-based charges and penalties, and many 
other purposes. It will also be possible to test the validity of existing 
equivalence scales − implied in benefits and used in research on income 
poverty.  
 
The findings will have direct policy relevance by contributing to debates 
and discussions about poverty in Britain and, hence, informing the 
development of policy designed to combat it.  
 
The research will combine the consensual budget standards method 
pioneered at CRSP with the FBU expert or ‘normative’ approach, thus 
ensuring that the minimum income standards are rooted in the views of 
ordinary people but tested by expert opinion. The research design 
encompasses seven stages of discussion, consultation, calculation, 
verification and testing to derive the budget standards. Focus groups (of 
200 people in the Midlands) will draw up and reach a consensus about  

http://www.minimumincomestandard.org/
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the content of the budgets. Their deliberations will be monitored, 
informed and advised by the technical and scientific knowledge of expert 
professionals, in an iterative process. Further groups will be held in 
Scotland, Wales and other areas of England to highlight any geographical 
differences in assumptions. 
 
The project includes an extensive analysis of behavioural data using the 
Expenditure and Food Survey (a large-scale national study) which will 
help to set the budgets derived in the context of how families prioritise 
resources in real life. The project will also draw on previous work to 
derive a model to establish what initial income is required to enable 
expenditure at the level of the budgets to be achieved. Further, it will 
produce a basis for uprating and rebasing the budgets over time.  
 
The central output will be a short accessible report and summary. 
However, we are certain that the results of this project will be of great 
interest to the policy community, the research community and the 
general public. We therefore anticipate a wide range of opportunities for 
dissemination, including articles, interviews, events and briefings for 
Government departments and others. It is also proposed to establish a 
website containing downloadable working papers explaining the 
methodology, spread sheets and the grossing model, allowing users to 
adapt variable costs items. 
 
2. Developing the Sustainable Home Ownership Partnership (SHOP) 
York University 
Researcher: Prof Mark Stephens  
Due to be published: December 2007  
 
In response to the inadequacy of the existing safety net for homeowners, 
the JRF Inquiry into Managing Risk and Sustainable Home Ownership in 
the Medium Term was established in 2004. After extensive consultation 
with stakeholders, the inquiry reported in 2005 and recommended that 
two means of strengthening the safety net should be explored further. 
These were:  
 
• the development of a housing tax credit, and  
 
• the establishment of a Sustainable Home Ownership Partnership 

(SHOP).  
 
This project aims to further develop the SHOP policy. SHOP is designed 
to provide pooled funding which can be accessed by borrowers in order 
to manage clearly delineated circumstances which have the potential to 
lead to mortgage arrears and possession. Under SHOP, both ISMI and 
private insurance would be reconfigured into a single scheme, to which 
lenders and Government as well as borrowers would contribute. 
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The project includes detailed analysis of legal barriers, organisational 
structures, administration costs and consumer attitudes. The consumer 
attitudes are being assessed through six focus groups grouped in three 
sets as follows:  
 
• mortgage borrowers with private insurance 
 
• mortgage borrowers without private insurance, and 
 
• mortgage borrowers in receipt of Income Support, Jobseeker’s 

Allowance or Incapacity Benefit.  
 
These focus groups will be held once in a high-demand/cost area (York) 
and once in a low-demand/cost area (an urban area in South Yorkshire). 
Each will contain between six to eight people. 
 
3. Future financial exclusion: a UK policy review 
Kent University 
Researcher: Lavinia Mitton  
Due to be published: June 2008 
 
A vast number of policy initiatives to reduce the numbers of people who 
cannot access appropriate financial advice and products have been 
implemented by the Government, private and third sectors. Much of this 
is uncoordinated across financial services, products, and geographical 
area.  
 
This UK policy review is a comprehensive survey drawing together the 
experiences of many different projects aimed at tackling financial 
exclusion. The central aim is to aid understanding of the emerging 
pattern future financial inclusion through a critical appraisal of current 
policy initiatives.  
 
Financial exclusion encompasses not only financial literacy/capability, but 
also access to services such as current account banking facilities 
(including cheque books and direct debit facilities), credit at ‘affordable’ 
interest rates, savings products, insurance, ATMs, and telephone and 
internet banking.  
 
The review will consider the current and future needs of groups 
vulnerable to financial exclusion such as care leavers, disabled people, 
homeless people, older people, people experiencing poverty, people with 
a Post Office Card Account, prisoners and ex-offenders, refugees and 
asylum seekers, ethnic minorities and some religious groups. The barriers 
to financial services are diverse among these groups.  
 
It will be of use to stakeholders in the Government, private and third 
sectors by enabling anticipatory steps to be put in place and by helping 
stakeholders in planning and with securing support for a future financial 
inclusion strategy.  
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The aims of the research are:  
 
• To create a database of work currently being done across the UK for 

those vulnerable to financial exclusion.  
 
• To provide a critical appraisal of the policy initiatives with relation to 

financial exclusion.  
 
• To identify ‘vulnerable groups’ which are being left out of current 

initiatives, either entirely or through inadequate or inappropriate 
provision.  

 
• To assess which groups appear likely to remain financially excluded in 

the future, and how UK policy makers and practitioners could begin 
addressing their needs.  

 
The research will be carried out in 2007. The methods used will include 
web searches, interviews with community organisations which have 
knowledge of the needs of vulnerable groups, and a survey by 
interviewing and questionnaires of 150 representatives from financial 
exclusion projects. Only a fraction of organisations working in the field 
will be interviewed, due to the huge number of initiatives in place. 
However, repeated themes are likely to emerge.  
 
The research is being carried out at the School of Social Policy, Sociology 
and Social Research at the University of Kent. Lavinia Mitton is the 
Principal Investigator. She is assisted by Jan Pahl. 
 
4. Not-for-profit doorstep lending: building a business case 
Bristol University 
Researcher: Elaine Kempson 
Due to be published: July 2008 
 
There is widespread concern that people on low incomes should have 
access to affordable credit. It is a key objective of the Financial Inclusion 
Taskforce and of a range of Government and other policy and practical 
initiatives. However, missing from these is any exploration of home credit 
in the context of not-for-profit lending. 
 
Doorstep or home credit lending is an established source of credit that is 
valued by large numbers of low income customers. As a commercial 
service, however, home credit is under pressure. Not only are economic 
forces impacting on the market, interventions such as that of the 
Competition Commission may accelerate its decline as an accessible 
service for small-scale low income borrowers. Third sector lenders may 
now be in a position to meet their needs.  
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The aim of this study is to test the commercial feasibility of a not-for-
profit home credit service. This includes an assessment of:  
 
• the overall potential scale of demand for such a service and its 

attractiveness to a range of potential customers  
 
• the core operational requirements and critical success factors for 

establishing a not-for-profit service  
 
• the costs of serving different segments of the low income market and 

the factors that would influence that cost  
 
• whether a not-for-profit model could offer loans at a price that is 

substantially lower than those in the commercial sector.  
 
The overall aim is to approach the development of a home credit service 
as a business proposition within the not-for-profit sector.  
 
The proposal work will comprise three stages: market research, product 
development and market testing.  
 
• Market research: this will investigate the features of credit provision 

most valued by low-income borrowers and the potential for not-for-
profit lenders to enter the home credit market. It will include a detailed 
analysis of the current model of commercial home credit. This will 
involve analysis of large-scale national surveys and existing qualitative 
data. 

 
• Product development: it is proposed to assess the business case for 

not-for-profit doorstep lending. This will involve feasibility work with 
two credit unions and one community development finance institution 
(CDFI) and the design of a costed business model. The business model 
will explore the possibility of third sector home credit becoming a self-
sustaining proposition.  

 
• Market testing: interviews and a workshop with a wider group of credit 

unions and CDFIs will aim to identify the commercial and market 
potential of the model within the third sector. Separate finance is 
being sought for market testing with consumers. 

 
The project is being carried out by the Personal Finance Research Centre, 
University of Bristol, in partnership with the Association of British Credit 
Unions Ltd, the National Consumer Council, Policis and Liverpool John 
Moores University. 
 
5. Northern Ireland  
 
A baseline picture of personal credit and debt in Northern Ireland was 
published by the Office of the First Minister and Deputy First Minister in 
2006. The research identified widespread access to credit, with around 
one in ten objectively classified as over-indebted. 



 85

 
The baseline research was restricted to personal credit and did not enable 
a statistical perspective to be taken as to the impact of credit and debt at a 
household level. In addition, the relatively small proportion of people 
objectively classified as over-indebted combined with a relatively small 
survey sample size, greatly restricted the depth of analyses possible. 
 
In response to these issues, two research projects have been taken 
forward. The first of these projects was the adaptation of the original 
credit and debt questions for inclusion in the Northern Ireland Statistics 
and Research Agency’s Continuous Household Survey (CHS) for 2007/08. 
The inclusion of credit and debt questions in the CHS will enable a 
statistical perspective to be taken on credit and debt at both individual 
and household levels, in addition to assessing changes to overall levels of 
personal over-indebtedness. It is hoped that the results will be published 
by Autumn 2008. 
 
The second project has been the commissioning, in close cooperation 
with Governmental and non-Governmental stakeholders, of a qualitative 
research project into personal problem debt. This research project aims to 
qualitatively examine the causes and consequences of personal problem 
debt together with the impact and outcome of various types of solutions 
adopted. It is hoped that this research will be published by Winter 
2007/08. 
 
Research published in the last year 
 
1. Older people‘s views and experiences of resources in later life 
Published: April 2007 
www.jrf.org.uk/knowledge/findings/socialpolicy/pdf/2061.pdf 
 
With increasing numbers of older people living longer, the future of their 
financial and service provision is a key policy concern, while poverty 
among the present generation of older people remains an important 
issue. This qualitative study, by the Centre for Research in Social Policy at 
Loughborough University, explores how older people use and value 
available resources, and how they had planned for retirement and are 
planning for future later life. 
 
• Respondents generally saw health and social networks as more 

important than economic resources. 
 
• The research confirms that the consequences of declining health were 

worse when unexpected or rapid, and coping was most difficult for 
people who lived alone, particularly for older respondents. 

 
• People often relied on family support during periods of poor health or 

other difficulties, but the ‘exchange’ of financial, practical and 
emotional support between generations was also important.  

http://www.jrf.org.uk/knowledge/findings/socialpolicy/pdf/2061.pdf
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• Different types of planning for retirement included: ‘lifetime planners’, 

‘planners knocked off course’, ‘late planners’, and those who felt no 
need to plan, couldn’t or didn’t plan. Respondents sometimes had little 
control over external factors which affected the outcome of plans.  

 
• Current and accumulated income had implications for planning 

financially for later old age. Different types of saving behaviour 
included: longer-term saving (for a specific use or for a ‘rainy day’), 
spending accrued or surplus income, or only being able to budget in 
the short term rather than save for longer-term use.  

 
• Unless the accumulation of savings or assets had been planned for 

retirement, people often saw them as inheritances for their family and 
resisted the idea of selling property to fund future residential care.  

 
• Respondents saw health as a ‘deciding factor’ in their future lives, but 

found it difficult to plan for future ill health.  
 
• Planning before retirement and planning for their death (inheritance 

and funerals) seemed easier than planning for later old age.  
 
• Respondents would advise younger generations to make provision for 

their retirement, although some had reservations due to lack of trust in 
the financial industry and resentment that savings and pensions can 
exclude people from benefits. 

 
The project was undertaken by researchers at the Centre for Research in 
Social Policy at Loughborough University. The qualitative research 
involved 91 in-depth interviews with older people in the Midlands (aged 
between 65 and 84) during 2005. Although this is a longitudinal piece of 
research (respondents will be interviewed up to twice more), this report is 
based on the first round of interviews only. It focuses on experiences up 
to the time of interview and expectations about the future, in order to act 
as a foundation for issues to be explored in more depth during the next 
research stages. 
 
2. Voices of people experiencing poverty in Scotland 
Published: March 2007 
www.jrf.org.uk/knowledge/findings/socialpolicy/pdf/2037.pdf 
 
While there are lots of statistics available on poverty in Scotland, the 
voices of people living in poverty are largely missing from policy debates. 
This research, by Mhoraig Green on behalf of a group of Scottish 
charities, aims to ensure that the voices of people living in poverty are 
heard as policies to tackle poverty and disadvantage in Scotland are 
developed. 
 

http://www.jrf.org.uk/knowledge/findings/socialpolicy/pdf/2037.pdf
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• Participants talked frequently about having to make tough choices 
between items and services that most people would consider 
essential. This led to frustration about not being able to provide 
greater financial security for themselves and their family, and anxiety 
about getting into debt.  

 
• Low income was central to people’s experiences, whether they were 

working or living on benefits. In fact, the problems faced by people on 
benefits and those in low paid work were very similar.  

 
• Despite the fact that statistics indicate that poverty has fallen for some 

groups in Scotland, participants found it difficult to identify many 
changes in their own situation. People did talk about improved public 
transport and leisure facilities in some areas. Some participants also 
talked about the benefits brought by touring arts companies and 
online shopping.  

 
• Participants described continuing to face barriers to work. Though 

some had taken on work despite little or no financial gain, others 
pointed to extra costs such as childcare, travel and buying work 
clothes and the fear of a gap between benefit withdrawal and the first 
pay cheque as making the transition to work unattractive.  

 
• Many participants described problems accessing various services and 

the quality of available services. This was particularly an issue relating 
to advice about housing and benefits entitlements and around mental 
health services.  

 
• Although people highlighted problems in their local areas, such as 

anti-social behaviour and poor environments, many also described 
having strong social networks and said they wanted more say in how 
their communities are run. 

 
The research was a focus group study designed with two stages. It covers 
the experiences of 112 adults and children who participated in first stage 
focus groups held across Scotland with people who had experience of 
poverty. Attempts were made to ensure that a wide variety of 
backgrounds were represented. The general aim was to hold open 
discussions that allowed people to identify the problems that affected 
them and to discuss how their situation had changed since the Scottish 
Parliament was established in 1999.  
 
The second stage involved one further focus group, which was held with 
a sample of the participants from the first stage groups. This group was 
designed to enable participants to check, comment on and contribute to 
the analysis. A separate event was also held with 25 academics and policy 
practitioners to discuss the policy implications of the focus group 
findings. 
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3. Poverty and disadvantage among prisoners’ families 
Published: May 2007 
www.jrf.org.uk/knowledge/findings/socialpolicy/pdf/2065.pdf 
 
This study explores the dilemmas faced by families when someone 
receives a custodial sentence, and how families respond to the financial, 
social and emotional challenges. 
 
• Prisoners’ families were vulnerable to financial instability, poverty, 

debt and potential housing disruption following the imprisonment of a 
family member.  

 
• Families subsidised the imprisonment by sending prisoners money, 

clothing and electronic goods.  
 
• Disadvantage associated with imprisonment included high rates of 

depression, physical illness, housing disruption and, for families of 
foreign national prisoners, permanent separation after deportation.  

 
• Prisoners’ partners and mothers prioritised the care needs of children 

above household income.  
 
• Barriers to employment were magnified for those caring for prisoners’ 

children.  
 
• The New Deal for Lone Parents (NDLP) does not take into account 

families’ perspectives on their caring responsibilities, while carers also 
fall into the ‘hardest to help’ groups not served well by the NDLP.  

 
• Costs incurred by statutory services (NHS, social services) and 

voluntary organisations for services needed as a direct result of the 
imprisonment averaged an estimated £4,810 per family. This cost was 
calculated by examining figures from a case study group.  

 
• Maintaining family relationships during imprisonment was financially 

draining, though families are officially recognised as significant in 
enabling the successful resettlement of prisoners.  

 
• The researchers conclude that: 

o Criminal justice and social welfare policy combine to impoverish, 
disadvantage and exclude prisoners‘ families, and their children in 
particular. At the root of their poverty is the reliance on welfare 
benefits, levels of which remain below the Government’s own 
poverty level. Foreign national families may not even have 
recourse to public funds.  

o Within the emerging regionally-based framework for service 
commissioning (NOMS), community-based support for prisoners’ 
families is at risk of decline. 

 

http://www.jrf.org.uk/knowledge/findings/socialpolicy/pdf/2065.pdf
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The research was carried out by staff at the Centre for Crime and Justice 
Studies, London, and the Institute of Psychiatry, King’s College, London. 
A sample of 41 family members and partners of prisoners, living at or 
below the poverty line (ie at or below 60% of the median income) took 
part in in-depth interviews. The interviews focused on the impact of 
imprisonment on their incomes, housing and on their physical and 
psychological health, and that of their children. The sample was recruited 
through prison visitor centres, national distribution of leaflets and posters 
to visitor centres, and through three voluntary sector organisations.  
 
Data from the qualitative interviews was used to estimate the actual costs 
of imprisonment, both to the individual family and to society, over a six-
month period. In addition, services for prisoners’ families were evaluated. 
The services included were identified through a national consultation 
exercise. Information concerning management and funding, service 
provision and how delivery is achieved was sought through interviews 
with staff and financial information. 
 
4. How flexible tenure can prevent mortgage repossessions  
Published: February 2007 
www.jrf.org.uk/bookshop/eBooks/2029-flexible-tenure-housing.pdf 
 
‘Using flexible tenure to sustain communities’. The Joseph Rowntree 
Housing Trust operates a shared ownership scheme which allows owners 
to change the percentage of property ownership if their personal finances 
improve or worsen. This paper, by the Joseph Rowntree Foundation, 
explores how this approach has worked in practice, particularly in the 
context of preventing mortgage repossessions. 
 
Flexible tenure allows:  
 
• the right to ‘staircase up’ by buying more shares in an owned property  
 
• those struggling with mortgage repayments to ‘staircase down’ and 

reduce their share 
 
• the release of equity to pay for care or major repairs. 
 
The summary concludes that much more could be done by housing 
associations to use flexible tenure to reduce repossessions. 
 
5. The Scottish Household Survey  
 
www.scotland.gov.uk/Topics/Statistics/16002 collects information on the 
use of financial products, such as types of accounts held, savings and 
investments and insurance, and, from 2005, use of various kinds of credit. 
It also includes qualitative questions on how people are managing 
financially. Results for Scotland are published annually, with breakdowns 
by Scottish local authority at two-year intervals. This allows the Scottish 
Executive to monitor the impact of policies and to consider the need to 
further developments.  

http://www.jrf.org.uk/bookshop/eBooks/2029-flexible-tenure-housing.pdf
http://www.scotland.gov.uk/Topics/Statistics/16002
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A topic report analysing the financial inclusion information in more depth 
than is possible in the annual reports will be published in Autumn 2007. 
This will inform the 2007 review of the Scottish Executive’s 2005 Financial 
Inclusion Action Plan. 
  
6. Other details from the Scottish Executive 
 
Recent research publications are: 
 
• The evaluation of ten pilot projects on providing money advice to 

vulnerable groups, March 2007 (research findings 
www.scotland.gov.uk/Publications/2007/03/22120029/0 and full report 
www.scotland.gov.uk/Publications/2007/03/22115958/0) 

 
• Qualitative research Exploring the Take-up of Home Contents 

Insurance, August 2007 (research findings 
www.scotland.gov.uk/Publications/2007/07/30111848/0 and full report 
www.scotland.gov.uk/Publications/2007/07/30111700/0 

 
• Evaluation of Greater Easterhouse Money Advice Project Financial 

Education Programme, August 2007 
www.scotland.gov.uk/Publications/2007/08/21153356/0 

  
The Office for National Statistics forthcoming Wealth and Assets Survey 
and the related survey of debtors is expected to provide Scotland level 
results, and the Scottish Executive is discussing options for boosting the 
sample to obtain more detail with the Office for National Statistics.  
  
The programme of research for 2007/08 is still under consideration but is 
expected to include evaluation of the Financial Inclusion Fund, further 
work on the position and potential of credit unions in Scotland, and 
analysis of the extent, nature and causes of debt. 
 
7. Other details from the Welsh Assembly Government 
 
DWP’s Family Resources Survey 
www.dwp.gov.uk/asd/frs/2005_06/chapter5.pdf provides regional data on 
a range of financial vehicles, including bank and savings accounts and 
credit union usage. The Welsh Assembly Government is reviewing its 
research needs to provide the necessary evidence base to support the 
development of a Financial Inclusion Strategy for Wales. 
 
8. Research mapping exercise by Money Advice Trust 
 
To support the development of a research strategy for the money advice 
sector, in March 2007 the Money Advice Trust commissioned the 
Personal Finance Research Centre to carry out a research mapping 
exercise to identify recent (in the past three to five years), current or 
planned research carried out in the UK around the broad areas of money 
advice and debt solutions.  

http://www.scotland.gov.uk/Publications/2007/03/22120029/0
http://www.scotland.gov.uk/Publications/2007/03/22115958/0
http://www.scotland.gov.uk/Publications/2007/07/30111848/0
http://www.scotland.gov.uk/Publications/2007/07/30111700/0
http://www.scotland.gov.uk/Publications/2007/08/21153356/0
http://www.dwp.gov.uk/asd/frs/2005_06/chapter5.pdf
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Research was defined as:  
 
1 empirical research, involving primary data collection and/or secondary 

data analysis 
 
2 evaluation research, involving evaluations of specific programmes, 

initiatives or pilot projects, and  
 
3 literature/research reviews − statistical data and public documents that 

refer to, or draw upon, research findings (such as consultation papers 
or Government policy papers) were excluded from the research 
mapping exercise. 

 
The mapping exercise focused on ten subject areas: 
 
1 Provision of free-to-client money advice, including the extent and 

nature of provision. 
 
2 Delivery methods eg telephone, face-to-face, outreach advice. 
 
3 Demand and need for money advice. 
 
4 The impact of debt on specific groups. 
 
5 Quality of money advice. 
 
6 Impact of money advice. 
 
7 Insolvency and court-based debt solutions eg bankruptcy, Individual 

Voluntary Arrangements (IVAs), administration orders. 
 
8 The overall civil legal advice sector. 
 
9 Financial capability. 
 
10 Generic financial advice. 
 
Around 130 pieces of relevant research were identified. PFRC has 
produced a spreadsheet of research mapping findings (up to date as of 
September 2007). Please see the Money Advice Trust web page 
www.moneyadvicetrust.org/content.asp?ssid=23 for a copy of the 
spreadsheet. 
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