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Credit counts (use of credit):
the five key points everyone
needs to know
•

Relying on credit for everyday expenses is a
problem across the whole population, including
among those on low and middle incomes, but it is
a particular issue for people with mental health
issues, younger adults and parents.

•

Many complex factors drive credit use, both
external (such as irregular income or expenditure,
emergencies or life events, social pressures etc)
and internal (psychological factors and
motivations).

•

As a result, it is unlikely that one single solution
can address the issue for all those who use credit
for everyday expenditure.

•

The Financial Conduct Authority has been very
active in this area, with regulatory changes and
industry agreements to protect consumers from
high charges, and create greater transparency
around products.

•

Whilst MaPS is at a much earlier stage of the
journey for this challenge, the results from testing
some ideas based on behavioural science have
been encouraging. These include a credit card
repayment slider to encourage payments above
the minimum and customer-driven controls on
the time and place of spending.
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Money and Pensions Service
– an overview
Financial wellbeing is good for individuals, communities, businesses and the
economy. But poor financial wellbeing, affecting tens of millions of people, is
holding the UK back. 11.5m people have less than £100 in savings to fall back
on. 9m people often borrow to buy food or pay their bills. 22m people say
they don’t know enough to plan for their retirement. And 5.3m children do
not get a meaningful financial education.

According to the Organisation for Economic Cooperation and Development, figures like these put
the UK well down the rankings of G20 countries,
behind France, Norway, China, Indonesia and many
others.
The 2018 law that set up the Money and Pensions
Service (MaPS) gave it the role of co-ordinating a
national strategy to address this vital issue in the UK.
MaPS’s vision is for everyone to make the most of
their money and pensions.
Over the past 12 months, MaPS has been working
with over 1,000 partners across the UK to develop a
UK Strategy for Financial Wellbeing. The Strategy is a
roadmap, setting out how different individuals and
organisations can work together over the next
decade to help millions of people make the most of
their money and pensions.
The Strategy was published in January 2020. MaPS is
now looking at the Strategy’s priority areas in detail,
creating specific delivery plans, and setting
milestones for the ten-year journey towards better
financial wellbeing.
The UK Strategy is about putting financial wellbeing
on the map as a part of a national conversation,
leveraging existing funding and drawing in new
funding, encouraging collaboration and working with
the private sector, third sector, regulators,
government and others to build a movement to
improve financial wellbeing across the UK.
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MaPS is an arm’s-length body sponsored by the
Department for Work and Pensions (DWP). It is
committed to providing access to the information
and guidance that people across the UK need, to
make effective financial decisions over their
lifetimes. The organisation also engages with HM
Treasury on policy matters relating to financial
capability and debt advice.
MaPS brings together the free services that were
previously delivered by the Money Advice Service,
the Pensions Advisory Service and Pension Wise.
MaPS offers customers guidance and appointments
over the telephone, online and in person.
As the largest single funder of free debt advice in
England, MaPS works alongside partners across the
UK to make debt advice easier and quicker to access
when and where people need it, and to improve
standards and quality across the sector.
The body is responsible for delivering and overseeing
pensions dashboards to help people access their
pensions information online, in partnership with the
DWP.
MaPS leads innovation by managing an extensive
programme of research and evaluation, which
consumers can use to make decisions regarding their
financial wellbeing.
For further information visit the Money and Pensions
Service website
www.moneyandpensionsservice.org.uk
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Overview of the UK Strategy
for Financial Wellbeing
Financial wellbeing is about feeling secure and in control. It is about knowing
that you can pay your bills today, can deal with the unexpected, and are on
track for a healthy financial future. In short, it is about being confident and
empowered.
Financial wellbeing matters for all of us – a financially
healthy nation is good for individuals, communities,
businesses and the economy.
The new UK Strategy for Financial Wellbeing is
formed around five agendas for change:
• Financial Foundations – more children and young
people getting a meaningful financial education;
• Nation of Savers – helping working-age
‘struggling’ and ‘squeezed’ people to save
regularly;
• Credit Counts – working to ensure fewer people
need to rely on credit to buy food or pay bills;
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• Better Debt Advice – increasing the supply of
debt advice; and
• Future Focus – helping people to understand
what they need to know to plan for later life.
Across these five agendas for change, the UK
Strategy will have an additional focus on women and
people with mental health problems, as our research
has shown they are particularly susceptible to
financial detriment.
The UK Strategy will also establish delivery plans for
each of the four nations of the UK to ensure that the
specific requirements and policy context of each
nation is fully taken into account.
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Credit Counts (use of credit)
Challenge Group
The Use of Credit Group will focus on 7.2m people, many of them in the
‘financially squeezed’ segment, who would benefit from being more aware of
the (often hidden) costs of taking out and servicing credit, and from support
to reduce their use of credit.

Overview
The Credit Counts challenge is about developing
recommendations to address the National Goal of
getting 2 million fewer people to use credit for food
and bills by 2030. So the focus of the Credit Counts
challenge is the 9m people who often use credit for
everyday essentials, such as buying food or paying
bills.
Of these, 1.8m (typically people in the ‘financially
struggling’ segment) often feel that they have no
other option for everyday essentials: the Affordable
Credit Group, chaired by Fair4All Finance, will seek to
make affordable credit more available to help them,
even if it can’t address all their financial wellbeing
needs.
The Use of Credit Group will focus on the remaining
7.2m people, many of them in the ‘financially
squeezed’ segment, who might benefit from
becoming more aware of the (often hidden) costs of
taking out and servicing credit. We want to identify
and tackle the barriers to paying down unsecured
debts and encourage people who can pay them
down to consider their credit options, especially
when this could improve their financial wellbeing.
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Note on the MaPS segmentation
MaPS has developed a Financial Wellbeing
segmentation model that is a useful way of looking at
the UK population. It groups adults into Struggling,
Squeezed and Cushioned segments.
Below is an overview of the segments that are the
relevant to this Challenge Group.
‘Struggling’ this is the least financially resilient
segment, characterised by low incomes, high rates of
benefit dependency, poor provision for later life,
little or no savings buffers in case of financial
hardship, and high over-indebtedness.
‘Squeezed’ this is a ‘high risk’ segment, characterised
by high rates of dependency on credit, absence of
savings buffers to cope with income shocks,
insufficient preparation for later life, and people
living beyond their means in many cases.
‘Cushioned’ Most financially resilient segment, with
highest incomes and savings - most can absorb
‘bumps in the road, comfortable provision for later
life, and confident with money BUT not immune to
major income shocks and some are making extensive
use of credit for the everyday.
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Working with other groups
The Activation Phase of the UK Strategy involves 11
groups like yours addressing all the essential
challenges of the Strategy. MaPS will work around
and between these groups to connect their thinking,
and a Challenge Chairs’ Board will review the
emerging recommendations to ensure that they
complement each other. After the Challenge Groups
have made their recommendations, MaPS will
develop delivery plans for England, Northern Ireland,
Scotland and Wales, including weaving-in initiatives
that will be pursued at a UK level, or that are directed
at more than one of the National Goals.

Outcome
People will make more informed choices about
borrowing, use credit less and pay less for the credit
they do use. This will mean that fewer people will
rely on credit to pay for essentials such as food and
bills.
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Key questions for the Credit Counts (use of)
Challenge Group to address
1. How can we reach the National Goal by 2030?
2. What should MaPS do in support of the National
Goal?

Other considerations (not exhaustive)
3. What can be done by 2021? And what will take
longer (up to 2024, and between 2024 and
2030)?
4. How can new funding be drawn in to increase the
scale of delivery?
5. How can the distinct needs of England, Northern
Ireland, Scotland and Wales be addressed?
6. How can we build on knowledge of what works?
7. How can the distinct needs of women and those
experiencing mental ill health be addressed?
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Feedback from MaPS’s
Listening Phase and
external stakeholders
There was widespread support from stakeholders in our listening phase in
spring 2019 for our focus on credit. Stakeholders recognised the importance
that consumers making good use of credit has in relation to broader financial
wellbeing. At the same time, some organisations, particularly those involved
in providing credit, emphasised the need for a more nuanced understanding
of the varied reasons why consumers use credit, an appreciation that credit
may, in certain circumstances, be the most appropriate product solution, and
careful positioning of proposed solutions.
“Credit can be beneficial to
individuals who can borrow money
to buy goods such as a car or white
goods when they are needed, using
credit to smooth their income. [...]
As a result of increasing flexibility in
labour markets and new ways of
working, not all individuals receive
their income in the same
way…Increasing numbers of
consumers have lifestyles based on
uneven earnings and access to
different types of credit products is
needed to meet their needs.”
Consumer Finance Association
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“MaPS will need to ensure its
messages reflect that customers may
be using credit for sound reasons
(e.g. to iron out uneven income/
expenditure), or because they have
no other option and in reality need
debt advice.”
Barclays
MaPS also received a clear and consistent message
throughout the Listening Phase that the UK Strategy
should start from the needs of customers, and the
customer outcomes that MaPS wants to bring about.
Services should be designed with the most
vulnerable in mind, which would result in services
that work for everyone. Stakeholders were also very
clear in the Listening Phase that MaPS must
recognise what is already happening in the wider
sector and seek to complement and improve on what
exists (rather than duplicating it), working to leverage
the activities of others.
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What do we know about
the issues?
The 2018 UK Adult Financial Capability survey found that nine million adults
use credit to pay for food and bills because they have run out of money.

Compounding this problem, many people pay more
than they need to for credit, e.g. by only making low
(including minimum) repayments. The costs of
mounting credit balances can prevent households
from building a savings buffer, resulting in a vicious
cycle of borrowing, as unexpected bills lead to
further need for credit.

The review found that there are several factors which
encourage credit use – both external, such as income
pressures and emergencies, and internal, such as
individual psychology:
•

Irregular income and expenditure – volatile
incomes (e.g. zero-hours, short-term contracts or
fluctuations in benefits payments) and irregular
outgoings (e.g. increased costs during school
holidays) create the need for credit to smooth out
shortfalls.

•

Emergencies and life events – redundancy,
illness, starting a family or moving home put
intense pressure on household finances. Credit
offers a short-term solution, but people often
underestimate the likelihood and impact of life
events, and overestimate their ability to repay.

•

Social pressures – several studies have shown
that people take out credit in order to keep up
with their peers and live the lifestyle they believe
is expected of them. Increased income can add to
these pressures, as people turn to credit to meet
the standards they associate with their higher
salary or status.

•

Psychological factors – the 2018 UK Adult
Financial Capability survey and a national survey
of financial wellbeing in Norway both found
associations between spending self-control,
impulse control and borrowing for everyday
needs.

This section brings together evidence which shows
why people become over-reliant on credit.
In 2019, MaPS commissioned a Thematic Review to
examine credit use for everyday expenditure. This
was produced in collaboration with the Centre on
Household Assets and Savings Management (CHASM)
at Birmingham University, the University of
Edinburgh Business School, Toynbee Hall and Ecorys
UK.
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•

Decisions around credit use are also influenced by
a range of heuristics (or mental shortcuts) which
underpin unconscious decision-making, including:

Combinations of these internal and external factors
may, over time, normalise borrowing habits and
increase credit balances beyond an affordable level.

o Present bias: evidence suggests that people
whose financial decisions are biased towards
the present rather than the future borrow
larger amounts;
o Optimism bias: overconfidence means that
people tend to overestimate their ability to
repay, and take out more than they can later
afford;
o Framing effects: framing of product
information can influence behaviour. There is
evidence that people perceive costs shown in
percentage terms as being lower than the
same costs shown in pounds and pence;
o Anchoring effects: people are often
subconsciously ‘anchored’ to the minimum
payment amount as the default, repaying only
the minimum that their lender suggests.

Credit Counts: Use of Credit Challenge Pack
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What do we know about the
target customers for this
challenge?
The target group for this National Goal is 9m people who use credit for
everyday essentials such as food and bills.
Credit use for essentials such as food and bills occurs
across the UK population in all three of the MaPS
financial wellbeing segments.
Of the 9m 28% are Struggling, 36% are Squeezed, and
36% are Cushioned.
MaPS’s own financial capability data shows that
some of the key demographics among those who
make up the 9m who are using credit for everyday
essentials are1:

Income
Income is a complex factor in credit use. Over half
(57%) of those using credit for everyday essentials
have a household income of less than £25,000 a year.
Perhaps more surprisingly, 20% have a household
income of £50,000 or more, showing it is not just a
low-income problem.

Further analysis
MaPS is currently undertaking more analysis on the
9m to understand more about the types of people
who use credit for everyday essentials. This will help
us distinguish between groups and better target
them. It is showing us that there are around two
fifths who use their overdraft only, around two fifths
are using some other measures, and around a fifth
using many other forms of borrowing.
We will be able to share this work with the
challenge group in the next few weeks. Our initial
thoughts are that attitudes and motivations have a
big impact on people’s use of credit (it’s not just
about demographics). For example: it appears that
those who are using multiple forms of borrowing are
overconfident in their ability to manage their money.

Household composition and housing tenure
Parents (couples and lone parents) make up over half
of the 9m, the remainder are in a mix of household
compositions including couples they’re not just
young singles.
Around a quarter of the 9m own their own home
outright, around 40% own with a mortgage
(compared to the UK as a whole which is 34%),
around 20% rent privately, and only 9% are in social
rented housing (compared to the UK as a whole
which is 14%).

1

https://www.fincap.org.uk/en/articles/financialcapability-survey
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The following comes from a Thematic Review on how
to help people who are over reliant on credit2.

Gender
Young women are particularly at risk of using credit
for everyday essentials. Young women are more
likely to have used some form of credit or loan in the
last 12 months, and to have higher credit card debts.
Women in all age groups are also more likely to use
more expensive forms of credit than their male
peers.

Mental health
There is growing evidence, both in the UK and
internationally, of the links between mental health
problems and borrowing for the everyday. A Money
and Mental Health Policy Institute (MMHPI) survey of
nearly 5,500 people with mental health problems
found that 59% had taken out a loan when unwell
which they wouldn’t otherwise have taken out.

Illness and disability
Multiple studies have shown that people with
disabilities or long-term illnesses often face higher
living costs and greater barriers to employment,
weakening their ability to develop savings and
increasing their potential need for credit.

Example ‘persona’
As noted above, borrowing for the everyday cuts
across many different sections of the adult UK
population. Here we have included an example
persona to highlight how this can still be an issue
for people on incomes well above average.

“We earn a lot of money
compared to many people
but we’re still making
financial mistakes.”
Will and Sophie
Will (42) and Sophie (39) moved into their new
house in Edinburgh three years ago. It’s a
beautiful, three-bed Georgian property. They
needed the space as Sophie is expecting their
second child in a few months (their first is 18
months old). They met at university, fell in love
and have been together since.
They both have full-time jobs; Will is an engineer
and Sophie works in PR. Between them, they
have an income of over £90,000 a year, but they
do not feel at all confident in managing their
money.
They are mortgaged up to the hilt but think it’s
worth it, and their monthly payments are
currently manageable. £90,000 is a lot of money,
so it covers up financial mistakes quite easily.
While Will and Sophie have relatively little
trouble paying priority bills, they do like nice
stuff, and use credit to pay for much of it.
Somehow those balances just never get cleared,
and they’re currently paying off a £15,000 loan
that they took out for their wedding.
Sophie does worry that going on maternity
leave, and potentially staying at home
afterwards (they’re deciding whether it makes
better financial sense when considering
childcare), will mean that they need to be
savvier with the money that they have been
earning.

2

https://www.fincap.org.uk/en/thematic_reviews/howcan-we-help-people-who-are-reliant-on-credit-to-makeends-meet
Credit Counts: Use of Credit Challenge Pack

12

Will and Sophie understand that it’s very important
to put money aside for retirement, and are both
contributing to workplace pensions. However, with
Sophie unsure about future working arrangements,
they don’t think they will be able to keep funding
their pensions at current levels. They have thought a
bit about other financial goals, so have started a
savings pot, and have a stocks and shares ISA that
they put £100 into each month. They took out life
insurance when their first child was born.
Currently they just don’t have the time to deal with
finances. They think about using a financial adviser,
but life gets in the way. With a small child, full-time
jobs and busy social lives, they aren’t doing as much
as they want to.
Because Sophie works in PR, she consumes a lot of
media and spends a lot of time on mum forums and
Facebook pages. Will, on the other hand, reads the
Guardian and property pages of the broadsheets. He
spends a lot of time on Twitter catching up with
current events.

Credit Counts: Use of Credit Challenge Pack

Will and Sophie’s financial goals
•

Build up a nest egg to stop them using revolving
credit to pay for essentials and nicer things in life.

•

Re-examine finances and pensions to cover
Sophie’s maternity leave, and beyond.

Will and Sophie’s financial challenges
•

Living on a reduced income if Sophie takes time
out of the workplace.

•

Sophie facing a shortfall in her pension.

•

Their ability to cover high mortgage repayments
and pay off credit cards/ loans if they were to
suffer a financial shock.

•

Busy lives mean a lack of time to really think
about money and pensions.
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What are the current policy
and regulatory issues?
Use of high-cost credit has risen up the policy and regulatory agendas rapidly
since the FCA took over regulation of consumer credit in 2014. The resulting
regulatory changes have sought to protect consumers, by creating greater
transparency and restricting interest charges. This section sets out what
regulatory changes have already been implemented, including very recent
changes to overdraft charging, whose impact on consumers and their
behaviour will take some time to be fully understood.

This illustration provides a high-level summary
of the changes:

Credit Counts: Use of Credit Challenge Pack
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High-cost, short-term credit (payday loans)

Credit Card Market Study and remedies

In late 2013 the Government directed the FCA to cap
the price of payday loans: this cap came into force on
2 January 2015. The price cap includes three
elements:

In November 2014, FCA launched a Credit Card
Market Study (CCMS) in order to build a sound
understanding of the market and assess whether it
was working well in the interests of consumers.

•

Interest on a loan must not exceed 0.8% per day
of the amount borrowed;

•

there is a cap on default charges of £15; and

•

the total price cap means that a borrower should
never have to repay more in interest, fees and
charges than 100% of the amount borrowed.

In 2017 the FCA reviewed the price cap and found
that, alongside the package of remedies introduced
for the market, it had been effective. The cap was
maintained with no changes, and a further review is
planned in 2020.

Price comparison websites
Following a review of price comparison websites
comparing High Cost Short Term Credit (HCST)
products, the FCA introduced new rules and guidance
in December 2016 that require search results to be
shown transparently, with the cost going from the
lowest to the highest amount payable.
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The overall conclusion of the study was that
competition was working fairly well for most of the
30 million consumers who have a credit card (60% of
the adult population), but the FCA had significant
concerns about the scale, extent and nature of
problem credit card debt, and firms’ limited
incentives to reduce this. Those people potentially in
problem credit card debt included 2 million who
were either in arrears or who had defaulted, a
further 2 million who had held a balance above 90%
of their credit limit for at least one year, and 1.6
million people who are only making minimum
repayments.
Following this study the FCA developed a package of
remedies, summarised below.
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The following four remedies were implemented
under a voluntary agreement with credit card firms
by September 2018, with compliance overseen by
the Lending Standards Board:
•

notification of expiry of a promotional rate;

•

prompting customers who are nearing their
lending limit;

•

allowing customers to request a ‘later than’
payment date;

•

enabling customers to exercise greater control
over unsolicited increases in their limit.

The final set of remedies was brought in as an FCA
rule change in the Consumer Credit sourcebook
(CONC) on 1 March 2018, and firms had to be fully
compliant by 1 September 2018.

These new rules:
•

Define persistent debt as where, over a period of
18 months, a customer pays more in interest, fees
and charges than they have repaid of the
principal.

•

Require, at 18 months, a firm to prompt
customers in persistent debt to change their
repayment behaviour if they can afford to.

•

At 27 months firms would send another reminder
if payments indicate a customer is still likely to
be in persistent debt at the 36-month point.

•

Customers would be made aware that, if they do
not change their repayment behaviour, their
card may be suspended, which may be reported
to credit reference agencies (CRAs). Customers
would also be given contact details for debt
advice services.

•

At 36 months firms would intervene again if a
customer remained in persistent debt, proposing
ways of repaying more quickly over a reasonable
period, usually between three and four years (for
example, by transferring the balance on the credit
card to a lower-interest personal loan). Where the
customer is unable to repay more quickly, the
firm must show forbearance (for example, by
reducing, waiving or cancelling any interest or
charges). The FCA would expect firms to suspend
the cards of customers that have been shown
forbearance, and those who do not respond.

By March 2020, firms will have to have implemented
all the new processes, and finalise their approach to
customers at the 36-month stage.

Credit Counts: Use of Credit Challenge Pack
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High Cost Credit Review
In November 2016, the FCA launched a review of
high-cost credit, which led to the following
interventions:
Credit area

The issue

The remedy

Home-collected
credit

Some forms of refinancing in the
home-collected credit market were
more expensive than a new loan. FCA
analysis showed that there was harm
because 55% of customers took longer
to pay off than the original repayment
term due to additional borrowing. In
2015-17, 74% of home-collected credit
consumers spent up to 12 months in
continuous debt, and around 10% had
12 or more loans.

FCA changes from March 2019 improve sales
practices, reduce hidden costs to consumers, and
enhance protection against harmful repeat
borrowing.

Catalogue credit
and store cards

In 2016, 14.7% of UK adults had
outstanding debt on catalogue credit,
and 3.7% on store cards, with
resulting problem debt. FCA saw that
the cost of borrowing caused harm to
this vulnerable group, with median
income below the national average. It
found a general lack of understanding
of the fees, and problems associated
with persistent debt.

New rules on catalogue credit and store cards,
which came into force in June 2019, require firms
to provide customers with reminders towards the
end of their offer periods, tighten rules on credit
limit increases, and introduce stronger protection
for consumers with longer-term debt.

Rent-to-own
(RTO)

There is clear evidence of RTO-users’
vulnerability, as they are among the
least creditworthy users of high-cost
credit. Only a third of users are in
work, and most have low incomes.
RTO customers focus on weekly
payments more than the total cost of
credit. The harm in this market affects
consumers who need to be protected
from high prices, which mean that
they can pay several times more than
other people for goods. In some cases,
RTO consumers were paying more
than four times the retail price of
some goods.

In March 2019, the FCA announced a price cap on
RTO, limiting both the cost of products and
charges for credit. Under the cap, credit charges
cannot be more than the cost of the product. RTO
firms are also required to benchmark the cost of
products against the prices charged by three
mainstream retailers. These rules also stop firms
from increasing their prices for insurance
premiums, extended warranties or arrears charges
as a way of recouping lost revenue from the price
cap.

Credit Counts: Use of Credit Challenge Pack
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Buy-now-paylater offers

BNPL offers tend to involve a
promotional period, typically up to 12
months, during which consumers
don’t have to make payments and are
not charged interest, but if they don’t
repay the entire amount within this
period, they are usually charged
interest from the date of purchase.
The complexity of these offers means
that they are not well understood, and
consumers who repay part of the
amount owed are still charged
backdated interest on that part.
Typically, over a third of consumers do
not repay within the offer period,
incurring interest which is charged
from the date of purchase.

Changes to rules on overdrafts
In December 2018, the FCA introduced radical
changes to the overdraft market to address the harm
to consumers, and particularly to vulnerable
consumers, from the disproportionate burden of high
charges and the repeat use of overdrafts. In 2016,
more than 50% of firms’ unarranged overdraft fees
came from just 1.5% of customers. The FCA also
sought to improve price competition on overdrafts
by pricing through a single interest rate and APR
disclosure.
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New rules from 2019 require firms to provide
better information to customers, and prevent
them from charging backdated interest on sums
that customers repay during the offer period.

The first raft of changes, introduced by December
2019, were intended to increase consumer
awareness of the cost of an overdraft, and of their
own use of overdrafts, as well as simplifying
comparison by requiring:
•

Firms to provide tools that assess eligibility for
overdrafts, to reduce barriers for consumers who
are considering switching, and who are searching
for a current account with an overdraft.

•

Improvements in visibility and general
information regarding overdrafts, including an
online calculator.

•

Firms to send consumers text messages or push
notification alerts to address unexpected
overdraft use.

•

A ban on the inclusion of overdrafts in available
funds so that consumers using an overdraft will
see a negative balance and better understand
that their overdraft is a form of debt.
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In June 2019, the FCA announced a further set of rule
changes to tackle the cost of overdrafts and to
protect more vulnerable consumers.
•

Stopping firms from charging higher prices for
unarranged overdrafts than for arranged
overdrafts, from 6 April 2020.

•

Banning fixed daily or monthly fees for borrowing
through an overdraft.

•

Ensuring that the price for each overdraft will be
expressed as a simple, single annual interest rate.

•

Extending the ban on fixed fees to include
overdraft facility fees for arranged overdrafts up
to £10,000.

•

Advertising arranged overdraft prices in a
standard way, with an Annual Percentage Rate
(APR), to help customers compare them against
other products.

•

Providing new guidance to ensure that refused
payment fees correspond to the costs.

•

Requiring banks to do more to identify customers
who are showing signs of financial strain or who
are in financial difficulty, and implement a
strategy to reduce repeat use, defined as ‘a
pattern of overdraft use where the frequency and
depth of use may result in high cumulative
charges that are harmful to the customer or
indicate that the customer is experiencing or at
risk of financial difficulties.’ This will be monitored
and reviewed by the FCA after 6 and 12 months,
including details of any changes to the total
number of repeat users, the total size of their
overdraft balances, and any other relevant
background information.

Credit Counts: Use of Credit Challenge Pack

Outside these rule changes, banks have made an
industry agreement, led by UK Finance, to provide
consumers with standardised pounds-and-pence
examples of the cost of borrowing through an
overdraft, to increase transparency around costs.
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What do we know about
what works?
This section draws on evidence from a MaPS thematic review3, supplemented
by FCA behavioural research field trials carried out in 2018.
The field trials and evidence review focused on:
•

Reducing the cost of current and future borrowing

•

Interrupting spending and borrowing habits, using
behavioural techniques such as:
o Repayment sliders (see page 23 for more
details)
o Card controllers (see page 24 for more details)
o De-anchoring

small reduction in consumers selecting any type
of automatic repayment. This resulted in a small
increase in arrears. This suggests that more
research is needed to work out how to prevent
these adverse effects.
•

Changes to direct debit defaults – the FCA used a
field trial to test removing the option to pay the
minimum repayment amount from the direct
debit set-up screen. Whilst this measure caused
many more people to choose higher direct debit
amounts, as intended, surprisingly it didn’t
increase overall payment amounts. This was due
to two counteracting effects, as consumers offset
their higher direct debit payments with lower
subsequent manual payments, and some
consumers did not set up a direct debit at all.

•

Disclosure remedies – using field trials, the FCA
tested the provision of personalised information
to customers, with graphics showing the duration
and cost of repaying under different scenarios.
The trials found that providing this information on
monthly statements had no effect at all on
manual repayments. Targeting this information –
aiming it at consumers with a direct debit set up
only to repay the minimum – caused a small
increase in repayment amounts, but not a
consistent reduction in debt.

o Changes to direct debit repayment defaults
o Disclosure remedies.

Reducing the cost of current and future
borrowing
Behavioural techniques such as those mentioned
below can play an important role in reducing the cost
of current and future borrowing for people who are
just starting to depend on credit to meet ends meet.
However, when debt becomes unmanageable, debt
advice is the most appropriate support, and people
should be signposted to specialist debt services.

Using behavioural techniques to interrupt
spending and borrowing habits
•

3

De-anchoring – experiments carried out by the
FCA have found that nudges can be used to
increase the amounts consumers select for
automatic payment. However this had no effect
on consumers’ total debt repayment, primarily
because consumers in the experiments offset
increased automatic payments by reducing the
value of their manual payments. There was also a
In 2019, MaPS carried out a thematic review of research
on what works in terms of reducing reliance on credit, in
collaboration with the Centre on Household Assets and
Savings Management (CHASM) at Birmingham University,
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the University of Edinburgh Business School, Toynbee
Hall and Ecorys UK.
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What is MaPS already doing
in this space?
MaPS offers general guidance on borrowing and use of credit as part of its
broad money guidance offer, and has also funded some small-scale pilots and
pathfinders that have the potential to be highly influential if effectively
developed at scale.

MaPS guidance on credit
MaPS’s own money guidance is delivered through its
contact centre, which also manages MaPS’s webchat
and WhatsApp interactions with consumers. From
April to December 2019, MaPS delivered the
following sessions in relation to credit or borrowing:

Pathfinder projects to deliver money
guidance, including on use of credit
MaPS has awarded grant funding across the four UK
nations to deliver a series of Working-age Pathfinder
projects during the first six months of 2020, targeted
at ‘squeezed’ and ‘struggling’ adults. These projects,
which will be evaluated, will test scalable ways of
improving access to money guidance, including the
development of money management skills. The
Pathfinders are grouped into three streams:

•

Contact Centre – 4% of 134,000 guidance sessions

•

Webchat – 4% of 57,000 guidance sessions

•

Whatsapp (which is being trialled across three
money guidance topics) – 21% of 37,000 guidance
sessions.

•

On the MaPS website, from April to December 2019,
the Money Advice Service’s savings content received
over 600,000 visits and nearly 4 million page views.
50% of visitors accessed the site from a mobile.
Visitors aged 25-34 had the highest number of page
visits.

Local Community Partnerships, designed to
enhance awareness of, and access to, low-interest
credit providers, and improve the money
management skills of local communities.

•

Developing Youth Checkpoints to embed money
guidance at key ‘checkpoints’ in young adults’
transitions to financial independence.

•

Money Supporters training for frontline
practitioners as part of their holistic support
provision to clients, offender management/rehab
(England), in family support (NI), supported
housing (Scotland) and mental health (Wales)
sectors.

Over 70% of the traffic came through google which is
in line with traffic on the overall site. Halifax.co.uk
provided the highest number of referrals, closely
followed by gov.uk.
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Sliders
MaPs is working with a leading credit card provider
and the Behavioural Insights Team (BIT) to test a
method of encouraging customers to increase credit
card repayments and pay down credit balances
quicker, through the use of an interactive ‘repayment
slider’ interface. This demonstrates the impact of
higher repayments on the total amount that
customers will need to repay, and displays this on a
scale. This is particularly targeted at customers who
are in persistent debt, and who default into paying
the minimum amount each month, making little or
no headway on their actual credit card debt. Sliders
can help overcome the anchoring effect of the
minimum repayment suggested by the lender, and
have potential to reduce both the length of time
taken to pay off the debt and the amount of interest
paid.

Card controller
MaPS is also working with BIT to test how spending
can be curbed by ‘increasing friction’, for example by
setting a spending limit and requiring people to send a
text if they wish to override it. This can help people to
keep to a budget and reduce their need for credit.
More information about sliders and card controller
can be found here Relevant concepts tested and
reported on
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What else is already going
on in this space?
Much of the funding, influencing and support work that is carried out in this
space falls within the wider rubric of supporting improved budgeting and
money management skills, behaviours and attitudes. As such, relevant
initiatives that MaPS has identified do not commonly target ‘reduced use of
credit to pay for essentials’ as a primary or explicit focus.
The End High Cost Credit Alliance
Launched in March 2018, the Alliance brings together
organisations to debate and develop solutions to the
changes needed in business, politics and society to
deliver healthy credit for all and an effective safety
net for those individuals who need it. Their focus is
on:
•
•

•

•
•

Alternatives – Backing the providers of fair
finance across the UK with funds, investment,
expertise and other needs.
Regulation / Policy – Being pragmatic with calls
for change that ensure fair credit is the norm and
the safety net for those outside the credit market
is strong.
Wider Workforce – Supporting professionals to
signpost and support people in their
communities to access support and fair finance
products.
Education – Developing plans to ensure financial
education is embedded in schools and
communities across the UK.
Public Debate – Engaging the general public in a
wider debate on the type of fairer society we
want to live in and how we get it.

Fair4All Finance
Fair4All Finance was founded in 2019 to support the
financial wellbeing of people in vulnerable
circumstances. Funded by £55m of dormant assets
money for financial inclusion, its mission is to
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increase access to fair, affordable and appropriate
financial products and services.
Many people in vulnerable circumstances aren’t able
to access mainstream financial services. Fair4All
Finance will support the development of a fair and
accessible financial sector that provides products and
services that enable people in vulnerable
circumstances to meet their day to day financial
needs, absorb life shocks and smooth incomes.
Its initial focus is on improving access to fair and
affordable credit, which makes up only a fraction of
short-term lending in the UK. While affordable credit
providers originate just £250m of loans each year,
over the same period, high-cost short-term credit
providers originate £3bn. Through a combination of
financial support and capability development,
Fair4All Finance is aiming to help grow the sector to
meet this demand – a “10x challenge”.
In consultation with partners and stakeholders,
Fair4All Finance has developed a collective theory of
change that sets out the key opportunities where the
affordable credit sector can work together to
increase reach, drive impact and provide a real
alternative to high-cost lending. Fair4All Finance has
also worked closely with 5 organisations as part of a
pilot scale-up programme, providing them with
specific recommendations to develop their capability
and capacity. The insights gathered during this pilot
will inform the next stage of Fair4All Finance’s scaleup programme.
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Fair4All Finance are leading the work on affordable
credit within the National Strategy for financial
wellbeing.

Funding
The MoneySavingExpert Charity runs an annual
funding programme that seeks applications
proposing approaches that ‘use memorable,
innovative, and/ or creative ways of delivering
financial life skills which will make a lasting impact on
the way people think, behave and manage their
money.’ In 2019, the charity committed just under
£45,000 to support seven projects.
The Skills and Opportunities Fund is administered in
respective administrations by NatWest, RBS and
Ulster Bank. The fund supports projects that ‘help
people to help themselves through accessing
financial capability and enterprise skills and
opportunities, enabling them to gain qualifications,
get into employment or start their own business –
ultimately strengthening local communities.’ The
Fund made awards totalling £1.25m in 2018.

Influencing
The Think Forward Initiative is a commercial
partnership created to 'gain a deeper understanding
of the behaviour behind financial decision-making
and harness those insights to help people make
financial decisions that are better for them.’ TFI’s
Research Hub does cutting-edge, data-driven
research in social and behavioural sciences, to learn
more about people’s decision-making. TFI’s
Accelerator Hub translates research insights into
innovations. It scouts and selects start-ups, and helps
them to scale faster. It also supports people in
changing their behaviour and improving their
financial well-being. Lastly, TFI’s Community Hub
promotes the activities of the other two hubs
through a network of TFI community members, and
launches campaigns to ensure the work of the hubs
reaches the people who need it the most.
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Products and services
There are a range of apps and account tools that are
offered by banks, both ‘mainstream’ and challenger
banks, to support consumers in managing their
finances, including:
•

income-tracking (balance after bills) tools/ apps:
offered by HSBC, Metro Bank, Tandem and
Monzo;

•

spending analysis/ money management tools/
apps: offered by Clydesdale, HSBC and Metro;

•

gambling blockers: offered by Barclays, First
Alliance Credit Union, Monzo and Starling; and

•

cash withdrawal limits: currently only known to
be offered by Barclays.

Other relevant initiatives include:
•

Portify: a credit builder that analyses earnings and
spending behaviours to prevent overdraft and
interest payments, and offers a fee-free credit
line, and

•

Rentflex: a customised rent payments scheme
enabling payment variation to smooth variations
in income and expenditure.
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What are the devolved
considerations?
Financial services are a reserved matter and therefore the FCA’s regulatory
remit, which has an enormous impact on the way that credit can be sold and
used, is the same across the four nations of the UK. However, there are
differences in consumer offers, in the use of unregulated credit, and in
engagement with credit generally in Northern Ireland, Scotland and Wales.
Northern Ireland
Differing lending practices and behaviours exist in NI
so that, for example, over 60% of personal loans in NI
are held by credit unions and the four NI based banks
(First Trust, Danske, Ulster and Bank of Ireland).
38.4% of adults in NI are registered with a credit
union compared to 3.3% in the UK as a whole.
Greater numbers of people are ‘unbanked’ in NI, and
there is a great reliance on, and unrecorded usage of,
illegal money-lending. HMT recently provided
funding to the NI Consumer Council for education in
affordable credit to reduce the usage of illegal
lending.

Scotland
Nearly half of Scotland’s banks have closed over the
past 10 years, with people in rural communities being
hit the hardest. Only 860 bank branches are left open
in the country, down from more than 1,500 in 2010.
Closures have been most severe in rural areas,
villages and small towns, with 800 banks being open
in ‘urban areas’ compared to just 60 left in their rural
counterparts.
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Motherwell is now the country’s payday loan capital.
The ML postcode, which includes the North
Lanarkshire towns of Airdrie, Coatbridge, Hamilton
and Wishaw, has the biggest rate of payday loans per
head in Scotland, according to research. In the
postcode area last year £23.87 was borrowed for
every resident, followed by Stirling at £21.53 per
head and Glasgow at £19.97. Nearly 37,000 highcost, short-term loans were taken out in Motherwell
in 2018.
The Fairer Scotland Action Plan seeks to make
‘affordable credit more easily available’ in a
recognition of the role that it can play in alleviating
poverty and addressing income inequality. The Child
Poverty Action Plan recognised the fact that
affordable credit is part of an anti-poverty solution,
and contributed £1m to the Affordable Credit Loan
Fund established by the Carnegie UK Trust.

Wales
Research from the Young Foundation in 2016 showed
that 6% of the Welsh population have used rent-toown stores, home credit or payday loans in the last
year. Customers come from all walks of life but are
most likely to have young families. They are as likely
to be in employment as those not using this type of
credit, but are more likely to be on low incomes.
Rent-to-own and home credit have largely slipped
through the net of negative publicity, meaning that
they are still seen as relatively acceptable choices,
despite being extremely expensive options.
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Access to banking services may restrict choice when
people try to access credit. Between January 2015
and August 2019, Wales lost over two-fifths of its
bank branches (239 branches). Bank branch closures
are a problem across Wales, and not just a feature of
rural areas, but these more remote areas are also
doubly disadvantaged due to connectivity problems.
The ‘push and pull’ of demand for and supply of
digital technology for online and app-based banking
does not recognise the reality of a significant number
of people who cannot access services digitally. The
National Assembly for Wales’s recent Economy,
Infrastructure and Skills Committee’s Inquiry into
Access to Banking, published in October 2019,
concluded the wider issues that need to be
addressed in response to falling numbers of bank
branches and free-to-use ATMs are many and varied
(see quote right). This is reflected in the Committee’s
recommendations covering areas such as
government regulation, financial and digital
inclusion, town centre regeneration and planning,
and the role played by the Post Office and credit
unions, digital connectivity and the Welsh language.
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“Financial institutions and
government highlight work being
done to promote digital services and
encourage their use, but data from
Which? and the results of the
Committee’s own consultation show
that a lot of people are unwilling or
unable to move to accessing
services digitally.”
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What are some possible
game-changing ideas?
During MaPS’s listening phase, a list of “game-changing ideas” was gathered
from various sources, including a deep-dive workshop held in June 2019.

MaPS is making the list of ideas that emerged from
this process available to all the Challenge Groups, as
a stimulus to your creative thinking.
These are presented as a single consolidated list, so
not all the ideas will be obviously relevant to your
Challenge. But ideas can be stretched and adapted,
so do consider how they might be re-shaped to fit
your audience and your challenge.

Some of the ideas imply quite radical shifts in
Government policy and/or changes in the law. Again,
neither MaPS nor its governmental sponsors should
be seen as endorsing these ideas, but should you
consider them undesirable or infeasible, the
intention is that they will stimulate your own best
thinking.

By gathering this list together, MaPS does not
necessarily endorse (or repudiate) any of these ideas.
Part of the purpose of presenting this list is for you to
consider the ideas themselves. But just as important
is to stimulate thinking in your Group about the scale
of innovation and disruption that may be needed,
over a 10-year period, to make an impact on the
National Goals.
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G1

Rent Flex rollout

This idea focuses on the social tenant space, and involves rolling out Rent-Flex
across the UK, to help tenants take more active control of credit and manage their
money, and to help landlords manage the risk their rents. The Rent Flex concept
involves a combination of tenants having options to spread their total annual rent
bill, by paying more rent in some months and less in others, rather than the same
amount each month. This flexibility is conditional: recipients must take up a faceto-face guidance offer on general money management skills before they have
access to Rent-Flex.

G2

Public sector
collections practices

This idea could involve the Government encouraging / mandating better credit
practice in its own collection activities, as well as setting a good example for
creditors in other sectors.

G3

Money companion
app/Debt-free You

This idea involves a central, neutral entity (possibly but not necessarily MaPS)
aggregating data from financial services firms, including from open banking, and
turning the insight obtained into guidance which is given back to customers
through their own personalised app. The guidance provided could be tailored to
the individual and therefore could be very close to the regulatory boundary for
advice. It could include offers, tips and suggestions relevant to individuals, and
could help them save money. It could ultimately be linked to the Pensions
Dashboard, to encourage people to think about the long term as well as day-today. It could also include a “Debt free You” function which could aggregate
people’s debts and show the date when they will be rid of them, as well as options
for bringing that day forward.

G4

Take guidance /
advice, save tax

This idea involves offering employees tax deductions for any money they spend on
guidance and regulated advice, with the view to stimulating market demand for
both. Employers could offset investments they make in providing their staff with
financial advice or financial training against employer NI contributions; employees
could offset money spent on financial advice/training against their employee NI
contributions. Both employee and employer could have aligned incentives and this
could grow the market (demand) for both guidance and advice.

G5

Longitudinal
evidence bet

This idea involves a central, neutral entity (possibly but not necessarily MaPS)
investing in obtaining compelling, quantified and independently validated
evidence about the benefits of improved financial capability over the medium-tolong term, in order to convince many sectors of society (employers, health
authorities, children’s services) of the cashable advantages of having financially
confident employees, citizens and pupils.
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G6

Campaigns

This idea involves a central, neutral entity (possibly but not necessarily MaPS)
investing significant sums of money (up to £100m per year) in running regular
consumer campaigns. Examples of possible campaigns include:
• The Great Save. A goal of £500 in savings for everyone in the country, with a
multi-layer campaign, TV show etc to mobilise it.
• Live on Your Pension Week – designed to get people to engage with their
pension and take action much younger, bringing home the reality of how much
they will – or won’t – have to live on. Access would be via an app, so that
people can estimate how much money they will have after housing and energy
costs. This app could offer hints and tips for the week. The Week could be
integrated into the Talk Money Talk Pensions Week. It could need an
advertising campaign linked to social media, PR and activity by a range of
partners. It may be possible to get support for a large push behind this when
the Pensions Dashboard goes live.
• Work Longer campaign – getting people to design a more financially
sustainable later life plan.
• Child Trust Fund – aimed at young people who are accessing their fund at 16
(with their first tranche in 2019) and at 18 (first tranche in 2020).
Many of the other ideas in this list could be linked to this campaigns idea.

G7

Discount aggregator

This idea is to work with employers to deliver against all the national goals that
apply to working-age people, through a discounted offer working with an
aggregator site (eg moneysupermarket or one of its competitors), thereby
attracting employees to a guidance offer. A central, neutral entity (possibly but
not necessarily MaPS) could negotiate mass bulk discounts for employers that opt
into the scheme. For an employee, they could have access to 1) all of the
aggregator site’s products at a 4% discount, 2) a guidance session that helps them
choose discerningly between the linked financial products, and 3) more general
guidance and tools that help them to consider the linked choices around savings,
credit, debt and pensions. The discount could increase employee engagement,
and the guidance could be useful to the employees, to help them make best use of
the discounted products.

G8

Automatic sidecar
savings

This idea involves lobbying for legislation that could put sidecar savings on a
similar footing to auto-enrolled pensions, enabling employers to include staff into
payroll saving schemes by default.

G9

Employers’ charter

This idea involves setting out a range of highly desirable corporate behaviours and
offers that employers could sign up to, which (if implemented by many large and
small employers) could build towards a more financially capable workforce.

G10

Work and health
programme

This idea builds on the work and health programme: as it is rolled out, DWP and
accountable Local Authorities could mandate the supply chain to improve the
financial capability of their clients, and assess their financial resilience through
their monitoring frameworks.

G11

Credit balance on
utilities

This idea involves Ofgem working with the big energy firms to provide regulatory
space for, and co-ordination of, an intervention in which unclaimed credit
balances on utilities above a certain sum could go by default into an interestbearing savings account.
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G12

Superlabs

This idea involves scaling up the MaPS Financial Capability Lab in terms of size,
ambition and funding, so that it becomes a continual hunt for game-changing
products, services and interventions, with significant seed funding to
commercialise them. Ideas that are selected and prioritised in the Lab could then
be delivered by public, private or voluntary sector organisations. The Labs
approach could be applied to all customer groups and outcomes.

G13

Challenge prizes

This idea involves creating a challenge prize with significant funding on offer for
game-changing initiatives and interventions in relation to each of the National
Goals. The challenge prizes could be structured so that the ideas generated are as
ambitious, specific and outcome oriented as possible. An example of a challenge
could be “how can you treble the savings rate of children in a given cohort?”

G14

Income Max

This idea could involve reaching the most vulnerable people by providing highly
knowledgeable, effective and active local workers who specialise in maximising
income – not just from benefits, but from all possible community sources. The
Income Max experts would also know how to help people who want to (eg) sell
unwanted possessions on eBay, and who are serious about taking up money-saving
tips to turn their lives around. Rather than focusing on managing money problems
as the engagement offer, the offer could be the prospect of having more money.

G15

Franchised Pension
Wise

This idea involves MaPS commoditising and licensing the Pension Wise guidance
offer so that a range of financial service providers can deliver it through their own
staff, increasing supply and bringing the service closer to the point of contact with
the customer.

G16

“Cigarette packet”
warnings

This idea could involve the Government allowing “harmful” financial products (eg
payday loans over a certain APR) to exist in the market, but requiring them to be
labelled with much more negative messaging – following the lines of what has
happened with cigarette packets.

G17

Intergenerational
money mentors

This idea involves mobilising civil society and leveraging a largely untapped cohort
of older volunteers who have some good financial life lessons to share and who are
willing to volunteer. These older people could be connected to children and young
adults in an institutional setting (e.g. schools, parenting classes). A skilled facilitator
could ensure that the class delivers useful knowledge that was appropriate and
relevant to the target group. 1-2-1 sessions could also be available, in which older
people could mentor younger people (this could include pointing them towards
more detailed / specific financial guidance and advice).

G18

Money first aiders

This idea involves offering relevant professional development for people who meet
and interact with working age people on a daily basis (e.g. around supported
housing, offender management, mental health or parental wellbeing). The
relatively light-touch training could enable these professionals to have
conversations about financial topics, to identify / diagnose issues, and to refer to
appropriate organisations so that the working age people they work with can get
the financial information, guidance and advice they need.

G19

Save money, save
the planet

This idea aims to leverage momentum and interest behind the environment /
sustainability agenda, and to link this to financial behaviours (the rationale being
that what is good for the planet is good for your wallet too). This idea could include
a range of initiatives, including sustainability hubs (e.g. a repair/swap service for
broken white goods, reduced council tax depending on the amount that is recycled,
partnerships with recycling apps, or campaigns with influencers such as Marie
Kondo).
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G20

Tax incentivised
investment scheme
for first 10 years of
employment

This idea aims to encourage young people to invest early: young people who may
have the funds to do so, but may feel that investment isn’t for them, and so risk
their (mainly cash) savings being eroded due to inflation etc. It could involve
investment accounts that are used during the first 10 years of employment
attracting tax incentives. This could be executed via employers through the payroll,
and could be subsidised by the Government.

G21

Volunteer army +
syndicated
webchat

This idea could involve a collaborative guidance offer delivered via webchat. A
central, neutral entity (possibly but not necessarily MaPS) could syndicate webchat
buttons on websites of financial services providers. The webchat guidance sessions
could be provided by practitioners from across the financial services sector who
volunteer to deliver webchat sessions, offering expert but impartial guidance. The
rationale for focusing on the webchat channel is its efficiency, and ease of insertion
into places where customers go for financial information, guidance and advice.
Volunteers would not need to travel to a destination to be available for webchat.

G22

Discounted
financial advice

This idea could involve employers offering their employees heavily discounted
(e.g. half price) financial advice with trusted and FCA authorised financial advisors.
A gateway guidance service could be provided by MaPS.

G23

Financial “driving
licence”

This idea could involve consumers having access to free self-service financial
education that enabled them to demonstrate a level of financial knowledge and
skill, which could result in the issuing of a card or certificate.

G24

Mandatory GCSE

This idea could involve personal finance becoming a mandatory GCSE (or
equivalent) qualification in all secondary schools across the UK, so that nobody
could leave school without demonstrating that they knew how they should manage
their money.

G25

Early pension
withdrawal for
financial shocks

This idea could involve a gated process whereby a proportion of a pension fund
could be withdrawn if the person concerned had suffered an unexpected life event
that led to significant and otherwise disastrous crisis debt.

G26

Credit Unions
Marketing Board

This idea could involve establishing a body or centre of expertise that is funded to
market the products and services of credit unions, in the same way that the Milk
Marketing Board, Potato Marketing Board etc marketed products on behalf of all
producers.
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