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Government

Association

The role of councils in improving access to
affordable credit and financial services for
low-income households

This guide offers councils ideas and experience to enable them to
make the best use of available resources, maximise the
effectiveness and value of their local approaches and to ensure
that they are well placed to drive forward positive change in the
provision of affordable and responsible finance, for the people and
communities that need it the most.

19 Jul 2021

Commissioned by
The Local Government Association (LGA) is the national voice of local
government, working with councils to support, promote and improve.

The LGA has been working with a group of seven councils on the
Reshaping Financial Support programme (https://www.local.gov.uk/to
pics/welfare-reform/reshaping-financial-support) looking at how to
design and implement early intervention financial support and services that
can prevent low income households developing further financial issues.

[ Brighton and Hove City Council
[ Bristol City Council
[ Leeds City Council
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London Borough of Tower Hamlets
London Borough of Barking and Dagenham
Newcastle City Council

Royal Borough of Greenwich

COVID-19 has seen the programme refocus specifically on the unfolding
response to financial hardship and economic vulnerability, working
collaboratively to explore their experiences and challenges and develop
new solutions/approaches. The group widened to include representatives
from:

Birmingham City Council, Cambridgeshire County Council, Colchester
Borough Council, Devon County Council, Gateshead Council,
Hertfordshire County Council, Kent County Council, London Borough of
Islington, London Borough of Southwark, Nuneaton and Bedworth Borough
Council and Stevenage Borough Council.

Contact: Rose Doran (Senior Adviser) - Rose.Doran@local.gov.uk (mailt
o:Rose.Doran@local.gov.uk)

Produced by

The Financial Inclusion Centre (FIC) is an independent research and policy
innovation think-tank dedicated to reducing financial exclusion.

Written by: Gareth Evans and Matt Earnshaw
Contact: Gareth Evans

gareth.evans@inclusioncentre.org.uk (mailto:gareth.evans@inclusio
ncentre.org.uk)

www.inclusioncentre.org.uk (https://inclusioncentre.co.uk/)

7.19


WeronikaS
Typewritten text
7.19


Collaborative foreword
The Money and Pensions Service

The Money and Pensions Service (MaPS) understands the important role
that local authorities play in supporting the financial resilience and
wellbeing of their communities, and we have seen how effectively and
speedily individual councils have responded to the impact of COVID-19 on
vulnerable households and communities.

We will work in partnership with the LGA and local councils to realise the
ambition of the UK Strategy for Financial Wellbeing through to 2030 once
we publish the delivery plans later this year. Alongside the many other
initiatives currently being implemented, councils have the capability to offer
and promote options that will enable households to better harmonise
council tax payment cycles with income and spending patterns.

MaPS looks forward to continuing its engagement with the LGA and to
support such initiatives as part of our wider collaborative partnership to
support the financial wellbeing of households across England.

Fair4All Finance

The current financial services system is designed for predictable lives and
incomes. Yet around 14 million people in financially vulnerable
circumstances are living with unpredictability.

When faced with unexpected costs like a broken boiler or washing
machine many of us have safety nets to fall back on like overdrafts, credit
or savings. But for those on low or insecure incomes and the 11.5 million
with less than £100 in savings, these are not an option.

With their community links, councils also have an important role to play. In
particular affordable credit can be an important part of a joined-up welfare
strategy for councils, fitting into supportive local ecosystems alongside
debt advice and other welfare support. We've seen excellent examples of
deep collaborations between councils and community finance providers
that have successfully sustained the provision of affordable credit.
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We know the impact of serving people in these circumstances well can be
profound. It goes way beyond financial savings with healthier diets,
improved sleep and better physical and mental health just some of the
other benefits.

By improving the availability of fair and accessible financial products and
services, ones that will help people meet their day-to-day financial needs,
absorb shocks, smooth incomes and build resilience, we can provide
people with pathways to better financial health and wellbeing.

Fair By Design

For many years, we’ve been battling a twofold problem: firstly, the reliance
on personal credit to deal with low incomes and the rising cost of living.
And secondly a small but harmful section of the consumer credit market
that has increased its grip on low-income households quicker than the
government and regulators could act. Research commissioned by Fair By
Design shows this isn’t a problem we can afford to ignore. The extra costs
of using forms of high-cost credit every year ranged from £42 for
catalogues to £644 for home collected credit. While the costs of buying
goods on credit from a rent-to-own shop has decreased on average since
2016, it has dropped from £315 to a still eye-wateringly high £182.

That is why this report is so important. A vital part of any national strategy
on affordable credit must include credit availability at a local level. Our view
is the more local the strategy, the better the links between providers and
customers. Organisations working on the improvement of affordable credit
have achieved so much in recent years. This is very exciting. Of course,
there’s further to go but we have the momentum behind us.

Centre for Responsible Credit

The COVID-19 pandemic has emphasised the importance of councils in
providing strategic, and effective, responses to debt. An effective response
in local communities requires local leadership. Councils have the mandate
to bring together the wide range of stakeholders needed to create more
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joined up support. They also either directly deliver or commission support
services — and administer discretionary hardship funds and, of course, are
creditor agencies, seeking the recovery of council tax and rent.

Combining these roles is challenging, especially with current increased
demand for support services and reduced revenue collection. But, if
anything, it demonstrates the need for greater investment, and the urgent
exploration of new ways to meet the needs of people who are struggling
financially. To determine the need for, and role of, grants and affordable
loans alongside advice to help people recover; to provide greater flexibility
in bill repayments, and more strategic approaches to debt recovery moving
forwards. The need for a comprehensive reshaping of council approaches
has never been greater.

The Finance Innovation Lab

The UK financial sector is woefully bad at serving low-income households.
To address this problem at its root, we must grow the purpose-driven
banking ecosystem which includes credit unions, community development
financial institutions, building societies, ethical banks and mutual banks —
that are driven by a social or environmental mission. We think the time to
build this is now and councils have a vital role to play. They can help to
tackle the systemic barriers the sector faces, including low public
awareness, a regulatory system set up to suit the big banks, and access to
capital.

Executive summary

As illustrated throughout this guide, the case for supporting people to
access affordable and responsible finance from organisations like credit
unions and Community Development Finance Institutions (CDFIs) is clear.
Indeed, some councils already have a long history of working with these
organisations to support the financial wellbeing of their residents and
communities.
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The deteriorating economic conditions and growing levels of financial
hardship caused by the COVID-19 pandemic have generated an increased
need to ensure that affordable and responsible credit is available alongside
a strong welfare safety net and direct financial and in-kind support. Credit
isn’t an appropriate solution for everyone, but for those who need it to
smooth income fluctuations or deal with short-term financial problems, it is
vital that it is affordable and helps build financial stability and resilience as
part of the longer-term social and economic recovery. However, even
before the start of the pandemic, the Money and Pensions Service (MaPS)
and Fair4All Finance highlighted the scale of the challenge facing
affordable finance provision across the UK, evidencing that high-cost credit
providers, such as doorstep or payday lenders, were lending more than ten
times as much as affordable credit providers - £3 billion of lending
compared to £250 million.

Given their role as local community leaders and place shapers, and
ongoing work with credit unions and CDFI’s, councils are well placed to
support, develop and promote the delivery of affordable and responsible
finance within their areas as part of a wider financial inclusion strategy. The
LGA continues to highlight to key stakeholders, the work of councils on this
agenda, and the significant value they could add with additional strategic
backing and support, as part of a comprehensive and integrated approach.

This guide is not intended to be prescriptive, but to offer councils ideas and
experience that may enable them to make the best use of available
resources, maximise the effectiveness and value of their local approaches.
This ensures that they are well placed to work within a strategic
partnership to drive forward positive change in the provision of affordable
and responsible finance, for the people and communities that need it the
most.

Setting the context

The strategic framework provided for the affordable credit agenda by the
Money and Pensions Service and Fair4All Finance can be used to inform
and guide councils’ approach to improve access to affordable financial
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services within their local communities. Developing activity in line with the
identified goals and objectives within this framework will ensure strong
alignment between local delivery and national strategy and demonstrate
the critical role that councils can play in the delivery of the financial
wellbeing agenda.

Evidencing need and demand

Local approaches to the provision of affordable credit should be evidence-
based and built on a robust and detailed understanding of the needs of the
local community. This is vital to maximising the effectiveness and value of
local delivery, ensuring its scale meets local needs and that it can be
targeted to those who need it the most.

Building a holistic evidence base that includes modelling of the potential
scale and cost of existing high-cost credit use will enable senior
management and elected members to make informed decisions about
investment in local affordable finance provision.

Building a business case

Calls for support or pitches for investment should be underpinned by a
quantifiable business case that includes a clear illustration of the impact
and value it will generate and the return on investment that will be provided
for residents, the council and wider community.

Alongside building up a picture of subprime credit use, it can also be useful
to understand the scope of any existing affordable credit provision across
local communities, to help identify the scale of the gap between supply and
demand. Whilst this data isn’t routinely published, councils can engage
with local affordable lenders to understand what data might be available for
their local areas and to discuss potential data sharing opportunities.

Working with community lenders

Councils should consider investing in credit unions via subordinated debt
or deferred shares. Given the financial pressure on councils, investing in
credit union capital can allow credit unions to expand their operations while
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retaining the investment as an asset on the council’s budget sheet, which
may present a more attractive funding proposition than a grant.

Affordable lenders can often provide flexible and tailored products to meet
the different needs of partner organisations. Councils should therefore
identify how affordable finance products could be best used to support
cost-effective council service delivery, and engage with local providers to
discuss potential product development opportunities.

Through their engagement with, and support of, affordable lenders,
councils should encourage and facilitate the adoption of the Affordable
Credit Code of Practice as necessary. Additionally, the criteria highlighted
within the code could be used to inform future commissioning / contracting
processes for affordable finance provision, to ensure the quality and
effectiveness of local services.

Ensuring that affordable finance provision is robustly integrated with wider
support services, including those of the council and local voluntary and
community sector partners, should be a key underlying principle to convert
short-term support into longer-term financial stability by addressing wider
circumstances and needs. Given their leadership role within local
communities, councils are well placed to ensure that the right partnerships
are in place to facilitate this co-ordinated approach.

Delivering effective promotion and communications

Promotional and awareness raising activity should be informed by relevant
behavioural insights research and resources to ensure that it is as
engaging and effective as possible. Activity should be targeted to ensure
that those most in need can find out about the support available and this
should include the use of partners working with vulnerable residents

Practical opportunities to embed relevant information, resources and
support tools across council activity and processes should be mapped out
and prioritised. For example, embedding reference to local affordable

7.25


WeronikaS
Typewritten text
7.25


finance provision and the ‘stop the loan sharks’ team within relevant
council tax communication processes. External resources and tools can
also be used to add value to local information.

Measuring impacts and value

Robust impact measurement and evaluation should be embedded within
the delivery of affordable finance, enabling the council and its affordable
finance partner(s) to track the impact of support on residents, the council,
wider community and local economy. Appropriate measures should be
agreed and included in any partnership agreements or contracts, alongside
the standard output-based KPls.

Tools to measure social return on investment or social value can be used
to undertake predictive impact modelling of new affordable finance
proposals, providing a considered estimation of the likely impacts and
value that will be delivered. This can help to strengthen the business case
for affordable finance. and should be included in any proposition for
investment presented to the council or external stakeholders.

1. Introduction

Alongside the welfare system and other forms of financial and hardship
support, credit is an essential tool that enables households to smooth
fluctuations in income, pay for unexpected events and cover periods of
increased expenditure such as school holidays. Unfortunately, many
people are unable to access lower-cost credit like bank credit cards and
loans as they are financially vulnerable, on low or unstable incomes, or
have a bad credit history. Many of those in this position will therefore
unfortunately turn to high-cost credit, such as payday lending, rent to own
or home collected credit, to help meet their needs because they do not
have, or perceive that they do not have, any other alternative. The scale of
high-cost lending in the UK was already significant before the start of the
coronavirus crisis, with the Financial Conduct Authority (https://www.fc
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a.org.uk/publication/research/alternatives-high-cost-credit-report.pdf)
(FCA) estimating that three million consumers were using high-cost credit
(excluding overdrafts) on a regular basis.

As the coronavirus crisis has continued, the impact on people’s finances
has been significant. The FCA report (https://www.fca.org.uk/news/pres
s-releases/fca-highlights-continued-support-consumers-struggling-p
ayments) that 12 million people across the country now have low financial
resilience, meaning they may be struggling to pay their bills and manage
everyday living costs Whilst StepChange (https://www.stepchange.org/
Portals/0/assets/pdf/tackling-the-coronavirus-personal-debt-crisis.pd
f), the debt charity, have estimated that 29% (15 million) of adults have
experienced at least one negative change of circumstances since the
beginning of the outbreak, including redundancy, a reduction in the number
of hours worked, furlough with a reduction in salary, or a fall in income from
self-employment. They also evidence that 1 in 3 of those affected
negatively by coronavirus (4.9 million) have borrowed to make ends meet
due to their reduced income, with an estimated 9% having used one or
more forms of high-cost credit and 2% an illegal money lender. Those in
the most vulnerable circumstances face a poor choice of options — go
without, go into arrears or take out high-cost credit, which can drain their
already limited income with high interest repayments, and push them into
significant hardship.

The case for supporting people to avoid high-cost credit by improving
access to lower cost credit via community lenders such as credit unions
and Community Development Finance Institutions (CDFI’s) is therefore
clear. It not only helps people to deal with short-term financial problems
and manage uneven income, but also builds financial stability and
resilience that can prevent future financial problems and save costs in the
longer term. This should not be seen in isolation, but alongside a holistic
package of financial support (such as income maximisation and debt
advice) and discretionary funds that ensures the most appropriate
outcomes are delivered for the individual’s circumstances.

1.27


WeronikaS
Typewritten text
7.27


Given their role as local leaders and place shapers, councils are well
placed to support, develop and promote the delivery of affordable and
responsible finance, ensuring that it meets local needs and priorities. This
toolkit is aimed at providing a range of relevant evidence, good practice
and learning to support the role of councils in improving access to
affordable and responsible finance for their residents and local
communities. It highlights a range of case studies, alongside practical
resources, reports and websites, across all aspects of improving access to
affordable finance, that can be used by councils to build sustainable,
impactful partnerships with credit unions and CDFI’s for the benefit of their
residents as well as their local communities and economies.

2. Setting the context

This section details some of the most relevant reports and strategies in
terms of identifying and setting the context for the role of councils in
improving access to affordable and responsible credit and financial
services for low-income households.

Strategic context

UK Strategy for Financial Wellbeing (https://www.maps.org.uk/wp-con
tent/uploads/2020/01/UK-Strategy-for-Financial-Wellbeing-2020-2030-
Money-and-Pensions-Service.pdf) — Money and Pensions Service
(MaPS), 2020

The UK Strategy for Financial Wellbeing sets out a national strategy to
significantly improve financial wellbeing over the next 10 years. It provides
a simple, clear set of goals to focus the efforts of all organisations working
to help people to manage their money and deal with financial crisis.

Managing credit (Credit Counts) is identified as one of the five priority
‘agendas for change’ within the strategy, with a national goal of 2 million
fewer people using credit for food and bills by 2030 and outcomes relating
to more people accessing affordable credit and making informed choices
about borrowing.
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Credit Counts: Affordable Finance (https://moneyandpensionsservic
e.org.uk/wp-content/uploads/2020/03/Credit-Counts-Affordable-Credit
-Challenge-Pack-UK-Strategy-for-Financial-Wellbeing.pdf) — MaPS and
Fair4all Finance

Following on from the Financial Wellbeing Strategy, this document sets out
a more detailed framework for the delivery of the Credit Counts agenda
and highlights some of the strategic issues that need to be tackled to
improve access to affordable and responsible credit.

Transforming Affordable Credit in the UK (https://fairdallfinance.org.u
k/wp-content/uploads/2020/02/Fair4All-Finance-Transforming-afforda
ble-credit-in-the-UK-Final-Feb20_v2.pdf) — Fair4All Finance, February
2020

Fair4All Finance was founded in 2019 to support the financial wellbeing of
people in vulnerable circumstances. Funded by dormant assets money for
financial inclusion, Fair4All Finance looks to increase the financial
resilience of people in vulnerable circumstances by increasing access to
fair, affordable and appropriate financial products and services.

Alternatives to High-Cost Credit Report (https://www.fca.org.uk/public
ation/research/alternatives-high-cost-credit-report.pdf) — Financial
Conduct Authority (FCA), 2019

This report examines the market for alternatives to high-cost credit by
looking at consumer demand and the availability of credit and non-credit
alternatives. The report notes the critical role of front-line service providers
in supporting people to access affordable and responsible credit.

This document sets out Fair4all Finance’s approach towards delivering the
Credit Counts agenda, including a detailed Theory of Change for every
organisation that is contributing to resolving access to affordable credit in
the UK.
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Key considerations

The strategic framework provided for the affordable credit agenda by the
Money and Pensions Service and Fair4All Finance, can be used to inform
and guide councils’ approach to improve access to affordable financial
services within their local communities. Developing activity in line with the
identified goals and objectives within this framework will ensure strong
alignment between local delivery and national strategy. It will also
demonstrate the critical role that councils can play in the delivery of the
financial wellbeing agenda.

3. Evidencing the need and demand

This section summarises relevant research and data sources that can be
used to develop a localised need/demand evidence base for affordable
and responsible credit. This can help to build the business case and
secure support for investment in relevant service provision. An evidence-
based approach will maximise the effectiveness and value of local delivery,
ensuring scale meets local needs and can be targeted to those who need it
the most. Data sets relating to a wide range of issues, including poverty,
financial vulnerability, subprime credit use and the impacts of COVID-19,
are highlighted to ensure that a holistic evidence base can be developed

Poverty and deprivation

Understanding the local scale of poverty and deprivation provides
important contextual information on the potential need and demand for
affordable and responsible financial services. Identifying levels of
unemployment, benefits claimants and low-incomes, alongside other
markers of vulnerability, can provide an indication of the number, or scale,
of households likely to be under financial pressure or at risk of financial
hardship, which has direct implications in relation to borrowing and debt.

Measures of local deprivation

7.30


WeronikaS
Typewritten text
7.30


The Indices of Deprivation (https://lginform.local.gov.uk/search?s=Ind
ices+of+multiple+deprivation&op=Search) combine a range of
economic, social and housing indicators to provide a measure of relative
deprivation (i.e. they measure the position of areas against each other
within different domains). This data therefore provides some useful
baseline information for localities in terms of existing deprivation levels.

Other useful indicators

Unemployment Income support claimants
Incapacity benefit claimants Housing benefit households

Carers allowance claimants Fuel poverty households

Universal credit claimants in Children living in relative low-income
employment families

Households assessed as threatened with
homelessness

Pension credit claimants
A wide range of data sets and reports can be accessed via LG Inform (htt

ps://lginform.local.gov.uk) — the local area benchmarking tool from the
LGA.

Financial vulnerability and resilience

Analysing data relating to levels of financial knowledge, skills and
confidence, over-indebtedness, savings and credit scores, can help to
evidence the potential scale of financial vulnerability and resilience that
exists among local populations. Financial vulnerability and low levels of
resilience impact on the financial issues and pressures faced by local
households and, therefore, the options that are available to them to access
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affordable and responsible financial services. Additionally, whilst
vulnerability existed pre COVID-19, the economic impacts of this crisis and
increasing financial hardship will exacerbate the scale and impact.

The national context

At a national level, MaPS have undertaken a consumer segmentation
focused on financial resilience and how people manage their money. They
undertook this work to help identify and profile the different groups of
people that exist and to understand their specific financial and advice
needs. MaPS identified three distinct groups across the UK population:

[ those who are Struggling (the least financially resilient
group), who make up 19.6% of the population

[ those who are Squeezed (working-age families on
average incomes with significant financial
commitments), who account for 25.2%

[ those who are Cushioned (the most financially resilient
group, with the highest levels of income and savings),
accounting for 55.2%.

Further detail on the segment profiles is highlighted in Appendix 1, whilst
several relevant documents are on the MaPS website (https://moneya
ndpensionsservice.org.uk/category/research/).

Financial Lives Survey

The Financial Lives Survey is a large-scale survey of UK adults,
undertaken by the FCA to aid their understanding of consumers in the
retail financial markets they regulate, including in relation to their financial
situations and their attitudes towards managing their money. It therefore
provides some useful insight into levels of financial vulnerability and
resilience.
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The 2020 study provides several findings for the UK as a whole and also
by a range of other geographic areas, including NUTS 3 areas (comprising
counties or groups of unitary authorities). The following indicators, which
are particularly relevant to financial vulnerability, can be viewed across
different geographical areas via an interactive map (https://www.fca.org.
uk/publications/research/financial-lives#interactive-map).

Indicators

[ How knowledgeable would you say you are
about financial matters?

How satisfied are you with your overall
financial circumstances?

How confident do you feel managing your
money?

| am confident using credit — it feels normal to
me

| like to stick with a financial brand | know

I'd rather think about today than plan for the
future

Over-indebtedness

Over-indebtedness

The Money and Pensions Service (MaPS) produced a research study (htt
ps:/lwww.moneyadviceservice.org.uk/en/corporate/a-picture-of-over-i
ndebtedness-in-the-uk) (2018) to estimate the levels of individual over-
indebtedness within all regions and local authorities across the
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country. Over-indebted individuals are defined as those that either: find
meeting their monthly bills / commitments a heavy burden; or have missed
bill payments in three or more months out of the last six months.

Public sector debts

The levels of debts that households owe to the council for rent arrears and
council tax arrears could also be mapped and analysed to create a full
picture of financial issues within an area.

Credit scores

Another indicator of potential financial vulnerability is an individual’'s credit
score. This highlights how likely you are to be accepted for credit based on
your credit report, which is a record of how you have handled credit in the
past. Credit scores are determined by various factors, including missed
payments, debts, county court judgements and insolvencies which all drag
down credit scores — equally, a lack of previous borrowing can also
negatively impact credit scores.

The Experian Credit Score Map (https://www.experian.co.uk/consume
r/credit-score-map-uk/) provides the average credit score for 391 areas
across the country

The Good Credit Index

Good Credit Index (https://demos.co.uk/project/the-good-credit-index
-2020/), produced by Demos, maps access to credit across the UK.
Combining several public and private data sets measured at the local
authority level, the Index is more granular and comprehensive than
previously possible. It is divided into three strands:

] credit need (including variables such as income, the
percentage of people struggling to keep up with bills
and the volume of credit searches)

[l credit scores (including rates of CCJs and insolvencies
as well as average credit scores)
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[l credit environment (the number of payday lenders and
pawnbrokers but also bank branches and credit unions
on the high street).

The Index ranks 387 local authorities in relation to their scores for these
three strands. Higher Index scores relate to areas where the need for
credit is lower and credit scores are high, whilst the authorities with the
lowest Index scores are highlighted as ‘credit deserts’ — places where high
need for credit coincides with low credit scores and an overrepresentation
of unaffordable lenders.

COVID-19 and financial hardship

Produced by the LGA and the Financial Inclusion Centre, the Financial
Hardship and Economic Vulnerability Demand Dashboard (https://lgin
form.local.gov.uk/reports/view/lga-research/ficlga-research-report-fin
ancial-hardship-and-economic-vulnerability?mod-area=E07000151&m
od-group=AllDistrictsInCountry_England&mod-type=namedComparis
onGroup) can be used to produce a summary report of financial hardship
and economic vulnerability as a result of COVID-19 at local authority level.

Sub-prime credit use

Estimating subprime credit use

The FCA have previously undertaken a strategic review of High-Cost
Credit within the UK (https://www.fca.org.uk/publication/feedback/fs1
7-02-technical-annex.pdf), which included detailed analysis of the market
size and customer profile of different types of high-cost credit such as
High-Cost Short-Term Credit (HCSTC), also referred to as payday loans,
Home Collected Credit, also referred to as doorstep loans, and Rent to
Own. Whilst this data is predominantly referenced at a national level, it can
be utilised to enable some reasonable estimates of local subprime credit
use and cost to be made for local authority areas, as detailed in the case
study below.
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An overview methodology for estimating local subprime credit use is
provided in Appendix 2.

Case study: London Borough of Barking and Dagenham
(LBBD)

As part of their options appraisal to improve residents’ access to
affordable and responsible financial services, LBBD, with support
from the Financial Inclusion Centre, undertook an analysis of
subprime credit use across the borough, using some of the
available FCA data. This analysis suggested that there are
approximately 6,000 annual users of high-cost credit across
Barking and Dagenham, accessing approximately 20,000 loans at
a total value of over £9.6 million. Whilst these figures are
estimates, they are conservative given the exclusion of other non-
mainstream credit sources, including illegal money lenders.
Additionally, due to high interest rates, the total amount repaid is
estimated to be approximately £16.7 million. These figures formed
a key part of the evidence base underpinning the proposal to
develop a new community banking service for the borough, which
was recently approved by the council’s cabinet for launch during
2021.

lllegal money lending

lllegal money lenders (or loan sharks) are lenders who aren’t authorised by
the FCA and are therefore breaking the law. They often charge very high
interest rates and commonly threaten violence or take away credit cards or
valuables to collect repayments.
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Understanding the true scale of loan shark activity, both nationally and
locally, is extremely difficult. However, the national lllegal Money Lending
Team (https://Iwww.stoploansharks.co.uk/wp-content/uploads/2020/0
2/IMLT-Victim-Report-2019.pdf) estimate that 310,000 people are in debt

to illegal money lenders in the UK, but warn of increased loan shark

activity due to financial pressure and hardship resulting from COVID-19.

Subprime borrower profiles

The typical customer profiles for subprime credit, together with the profile
of loan shark victims provided by the lllegal Money Lending team, are
summarised in the table below. The full profiles are available in Appendix

3.

Gender
(typical)

Median
Average
Age

Employment
status

Median
Income
(Net)

High-
Cost
Short
Term
Credit

Male

Working
(F/P
time)

£20,000

Home
Collected
Credit

Female

42

Unemployed

£15,500

Rent to

Pawnbroker
Own
Female Female
36 39

Unemployed Unemployed

£16,100 £15,000
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Housing Rented Socially Rented Socially Socially
tenure rented rented rented
- . Poor / Very Poor/\
Credit score Fair/poor Very Poor Very Poor
Poor Poor

Comparing this profile data against local socio-economic and demographic
data, provides another option of identifying whether local communities are
likely to be susceptible to subprime lending and/or the target of loan
sharks.

Key considerations

Local approaches to the provision of affordable credit should be evidence-
based and built on a robust and detailed understanding of the needs of the
local community. This is vital to maximising the effectiveness and value of
local delivery, ensuring its scale meets local needs and that it can be
targeted to those who need it the most.

Building a holistic evidence base that includes modelling of the potential
scale and cost of existing high-cost credit use will enable senior
management and elected members to make informed decisions about
investment in local affordable finance provision.

4. Building a business case

This section summarises relevant evidence, good practice and learning in
relation to building an internal business case to secure wider council
support or investment in local affordable credit provision. As budgets
become tighter, but demand for support increases, it is critical that the
strategqic fit, cost-effectiveness and value of new services or initiatives can
be easily demonstrated. This is considered particularly true for preventative
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services, such as the provision of affordable credit, where it can be difficult
to quantify or convey the real and tangible impact that such provision can
have in terms of supporting council priorities.

A template structure for a business case is identified, alongside other
resources, that can be used to help to review and set out the costs and
benefits.

Building a business case

The key requirements for a robust business case are detailed in the table
below, alongside reference to the relevant sections within this guide, where
applicable. Ensuring that any business case or proposal document
contains quantifiable evidence or data, or robust and well-developed
estimations, particularly as regards the need and demand and anticipated
scale of outputs, impacts and value, is considered critical.

Key requirements

[ Evidence of need and demand

[l Strategic fit with council priorities and work streams
(section 5) and relevant wider policies and strategies

[l Review of existing credit use and provision, including
subprime (section 3.4) and existing affordable
provision

[ Options analysis to extend / improve affordable credit
delivery

Potential resource implications

Forecasted outputs, impacts and social value —
including ratio of investment spend to project value
(section 9)

Reviewing existing affordable credit provision
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Alongside building up a picture of subprime credit use, it can also be useful
to understand the scope of any existing affordable credit provision across
local communities, to help identify the scale of the gap between supply and
demand.

Whilst this data isn’t routinely published, councils can engage with their
local community finance providers, to understand what data might be
available for their local areas, at what level (e.g. postcode, LSOA) and in
what format.

Examples of data disclosure

Fair Finance is a social business offering a range of financial products and
services designed to meet the needs of people and businesses that are
financially excluded. They are committed to being transparent in terms of
their lending activity, providing details of all the loans they have made
across UK postcode districts since 2005 via an interactive map on their
website (https://www.fairfinance.org.uk/map/interactive-map/). They
are also keen to support other lenders to develop a similar transparent and
accountable approach.

Responsible Finance

Responsible Finance is the voice of the responsible finance industry,
working to increase access to fair and affordable finance. They have
produced some initial personal lending maps (https://responsiblefinanc
e.org.uk/policy-research/lending-maps/) for the Greater Manchester and
Birmingham/West Midlands regions, detailing the level of lending by
responsible finance providers during 2017/18 against geographies of
deprivation.

Invest to save

Alongside the financial savings and benefits provided to individuals,
supporting the provision of affordable credit can also deliver direct cost
savings to councils. A business case can therefore be made that an initial
investment to support the delivery of affordable credit can ultimately help to
reduce council service costs.
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Case study: London Borough of Lewisham - Homeless
prevention

To help support some of the most vulnerable residents in their
community, the London Borough of Lewisham (LBL) partnered with
Lewisham Plus Credit Union (LPCU) to provide a homeless
prevention loan scheme that saved over 300 families from eviction.
LBL made an initial £85,000 available to underwrite the provision of
0% interest loans, which increased to a total of £236,670 as
repayments were recycled. These loans went to those tenants most
at risk of eviction, to help clear their rent debt and thus maintain
their tenancy. Having helped to address their short-term problems,
the scheme also opened access to affordable loans and savings
facilities for the tenants, helping them to save, establish a credit
record and build their financial resilience and wellbeing.

Additionally, LBL benefited significantly from both initial and
ongoing reductions in the costs of the evictions of families that
would have otherwise taken place. They evidenced that had these
families become homeless, the cost to the authority of providing
temporary accommodation would have been in the region of
£1.1million, representing a saving to LBL of £1 million.

A detailed evaluation of the scheme can be accessed via this link
(https://www.tandfonline.com/doi/abs/10.1080/09540962.2019.1
621050?journalCode=rpmm20&). (https://www.tandfonline.co
m/doi/abs/10.1080/09540962.2019.1621050?journalCode=rpmm
20)
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Developing new affordable credit provision

The following case studies highlight examples of how councils have helped
to strategically grow the provision of affordable finance within their
communities.

Case study: Preston City Council: Growing community finance

Lancashire Community Finance (LCF) (http://www.lancashirec
ommunityfinance.co.uk) is a CDFI providing personal loans,
business loans, start-up loans and home improvement loans to
individuals and businesses throughout Lancashire, alongside
financial education and money and debt advice services. Preston
City Council (PCC) was instrumental in the feasibility study and
development of LCF back in 2005 and still retain shares and a
place on the board, occupied by an elected member. In the early
days of LCF, PCC grant funded small capital pots and revenue
subsidies to deliver low value bespoke personal and enterprise
loans across the city.

More recently they provided LCF annual revenue funding in
support of their Financial Inclusion Strategy as well as the capital
and a revenue fixed fee to deliver home improvement loans to
owner occupiers unable to access mainstream finance, to repair
their properties and/or bring them up to the decent home standard.

Case study: A Consortium approach: Falkirk, Fife and West
Lothian Councils

Tackling poverty and improving outcomes for households on low
incomes is a key priority for Falkirk, Fife and West Lothian councils.
This leads to them agreeing to form a consortium to plan, develop
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and invest in a Community Finance Development Institution (CDFI)
for their region. The Consortium model for developing a CDFl is the
first initiative of its kind in Scotland, providing more than 700,000
residents with access to affordable finance. It enables vulnerable
borrowers across the three council areas to access loan finance
and divert away from high-cost credit providers. This improves the
economic position of local households and communities by
increasing the resources that are available for individuals to spend.

Falkirk Council led the procurement and management of IS4
Consultants in May 2015 to undertake an initial feasibility study.
West Lothian Council took responsibility for continued engagement
with the consultant in relation to the findings from the study. Fife
Council supported the development of a detailed business case
and took charge of the procurement process needed to contract a
loans provider.

Following a competitive tendering exercise, Five Lamps (trading in
Scotland as Conduit Scotland) was appointed as the social lender
and the new service launched in 2017, providing £500,000 of
affordable lending during its first year. You can download an
evaluation of Conduit Scotland's service (http://www.conduits
cotland.com/wp-content/uploads/Carnegie-UK-Assessment-of-
Conduit-Scotland-Year-One.docx).

Key considerations

Calls for support or pitches for investment should be underpinned by a
quantifiable business case, that includes a clear illustration of the impact
and value it will generate and the return on investment that will be provided
for residents, the council and wider community.
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Alongside building up a picture of subprime credit use, it can also be useful
to understand the scope of any existing affordable credit provision across
local communities, to help identify the scale of the gap between supply and
demand. Whilst this data isn’t routinely published, councils can engage
with local affordable lenders to understand what data might be available for
their local areas and to discuss potential data sharing opportunities.

5. Working with community lenders

This section summarises relevant evidence, good practice and learning on
how councils can practically work with community lenders to develop and
deliver, or enhance, provision of local services.

Credit unions and CDFls

Credit Unions are financial co-operatives, providing a range of products
and services to their members, including savings, loans and transnational
banking.

[ 283 credit unions in GB
[l 1.24 million credit union members

J £969m total loans on balance sheet

Trade bodies

www.abcul.coop/home (https://www.abcul.coop/home)
www.acecus.org (https://www.acecus.org)
www.ukcu.coop/about (https://www.ukcu.coop/about)
www.scottishcu.org (https://www.scottishcu.org/)
Find a Credit Union

www.findyourcreditunion.co.uk/find-your-credit-union (https://www.fi
ndyourcreditunion.co.uk/find-your-credit-union/)
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Community Development Finance Institutions (CDFls)

CDFls provide loans and support to people, businesses and social
enterprises who find it hard to access finance from mainstream sources.

[ 10 CDFlIs with personal loans in GB
[ 56,000 loan recipients
Il £25.8m total loans

Trade body

www.responsiblefinance.org.uk (http://www.responsiblefinance.org.u
k)

Find a CDFI

www.findingfinance.org.uk/my-nearest-lender (https://www.findingfin
ance.org.uk/my-nearest-lender/)

There are several differences between credit unions and CDFls which
means they can provide a complementary, rather than competitive, service.
Because CDFIs do not have an interest rate cap, they are able to price
their loans to serve a riskier customer base than even credit unions are
unable to lend to. By working in partnership, credit unions and CDFIs can
therefore provide widespread and seamless access to affordable finance
and thus a comprehensive and robust alternative to high-cost lending. The
case study below is an example of a credit union that set up a sister CDFlI,
to serve the customers it could not offer loans to and prevent them falling
into the hands of high-cost lenders.

Case study: Leeds Credit Union and Headrow Money Line

Leeds Credit Union (LCU) is the largest community-based credit
union with over 35,000 members from Leeds, Wakefield, Craven
and Harrogate. Currently, regulations governing credit unions caps
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the loan interest rate that can be charged at 3% per month (42.6%
APR). This means that it can be more difficult to lend to those that
are higher risk because they cannot price the risk appropriately.

In response, with a high-cost credit market in Leeds worth an
estimated £90 million, LCU, supported by Leeds City Council’s
financial inclusion programme, helped to launch a partner CDFI
called Headrow Money Line (http://www.yourloanshop.co.uk/lo
ans/headrow-money-line/) (HML) to provide an affordable
alternative to this high-cost provision for those declined by the
credit union.

This unique partnership enables LCU to refer those loan applicants
it would normally be forced to decline to this alternative source of
affordable credit (charging between 69% - 99% APR). Customers
continue to save and access additional financial services with the
credit union but do not resort to high-cost subprime credit.
Additionally, the HML loan enables customers to demonstrate their
credit worthiness, and ability to repay and build their credit score,
thus presenting a route towards potential borrowing from the credit
union at lower interest rates in the future.

Ensuring good quality provision

Affordable Credit Code of Practice

Working with stakeholders, Fair4all Finance have produced an Affordable
Credit Code of Practice (https://fair4allfinance.org.uk/wp-content/uplo
ads/2020/02/Fair4All-Finance-Transforming-affordable-credit-in-the-U

K-Final-Feb20_v2.pdf) that identifies best practice characteristics in
affordable credit provision, across five key themes:

[ oroanisational set-up and social purpose

[ approach to customers
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[ lending
[ repayment and recovery
[ customer support and wrap-around services.

Fairdall Finance intend that all the organisations they work with will strive
towards following the code of practice, to help people in vulnerable
circumstances improve their financial resilience and wellbeing.

The code of practice should therefore be utilised by councils to inform any
partnership work, or future commissioning exercises, with credit unions or
CDFlIs to ensure the quality and standard of local affordable credit
provision.

Fairbanking Mark

The Fairbanking Mark (https://fairbanking.org.uk/current-mark-holder
s-2018/) is the only financial certification scheme in the UK granted
accreditation by the UK Accreditation Service (UKAS). It provides robust,
objective evidence to consumers and society that providers are delivering
customer financial wellbeing in their products. Several credit unions have
achieved the mark for their loan and saving products.

Supporting community finance providers
Targeted financial support

Councils can award grant or financial support to community finance
providers to support their role and function within the local community. This
finance could be used to support specific initiatives or lending activity, for
example the underwriting of higher-risk lending for residents in more
vulnerable circumstances.

Subordinated debt or deferred shares

Investing in community finance capital can enable affordable providers to
expand the scope and scale of their local lending. These types of
investment may be of particular interest because they can be treated as an
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asset on the council’s balance sheet. This might be more attractive than
issuing a grant or other form of financial support, given the financial
pressure that councils are under.

Depositing funds

Credit unions are fully regulated deposit takers, and are therefore eligible
to accept deposits as banks do. Councils can therefore include credit
unions within their investment portfolios and provide funding which the
credit union can lend to local residents.

Business rates relief

Many councils grant discretionary business rates relief to community
finance providers to take away a key expense and thereby boost their
profitability.

Dedicated payroll schemes

Councils can support a credit union’s wider financial sustainability by
making their payroll available to take payments towards savings and loans,
thereby giving credit unions access to a new, more profitable membership
base. This benefits council staff by making an ethical and responsible
service available but also the credit union by helping them reach a wider
range of people.

Encouraging community finance provision through procurement

Councils can use their procurement procedures to embed support for
community finance providers within their supply chain. Prospective
suppliers bidding for council contracts could be encouraged to outline how
they would support local provision and promote relevant services to their
staff (as part of their social value commitment).

Support for premises

Councils are often major landlords in their local areas, with the potential
capacity to make available commercial space at low or nil rent. Many
councils also have community access points or facilities that could be
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utilised by community finance providers to support the delivery of face-to-
face services in local neighbourhoods.

Case study: Enterprise Credit Union and Knowsley MBC

Enterprise Credit Union (ECU) has over 24,000 members across
three local council areas: Liverpool, Knowsley and St Helens. Al
three councils provide corporate support to ECU, but, in particular,
Knowsley MBC provide a coordinated support package that
includes:

[ full business rates relief on four ECU offices in
the borough

[ aninvestment of £50,000 in deferred shares

[ corporate membership of ECU with over
£130,000 invested

[ rpayroll scheme for all KMBC staff.

Further details can be accessed via this link (https://www.local.g
ov.uk/sites/default/files/documents/event%20presentation%20-
%200ur%20partnership%20working%20with%20local%20coun
cils%20within%20our%20area%20-%20Enterprise%20Credit%2
0Union%20-%20Karen%20Bennett.pdf).

Case study: Leeds City Council

Leeds City Council support Leeds Credit Union to deliver services
across the city, by providing suitable space within five of the
council’'s Community Hubs, all located within the areas of greatest
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deprivation. Across these 5 hubs, LCU offer full cash services,
providing much needed face-to-face delivery directly within the
community, particularly for some of those in the most vulnerable
circumstances.

Case study: Bristol City Council

In 2019, Bristol City Council made a £500k investment in Bristol
Credit Union (BCU) to support the long-term, sustainable growth of
the credit union, whilst also providing the council with financial
return. This investment will enable BCU to triple in size over the
next 5 years, through investment in growth, including providing
affordable loans, creating jobs in the local ethical finance sector,
and enabling outreach workers in the most deprived wards in the
city. BCU were supported by Bristol and Bath Regional Capital CIC
(BBRC), a Bristol-based impact investor, who helped BCU to
design an investment that would create social impact for Bristol and
provide an attractive proposition for the council. Further detail can
be accessed via this link (https://bristolcreditunion.org/news/br
istol-credit-union-wins-500k-investment-from-bristol-city-coun
cil).

Case study: Bradford MDC and Bradford and District Credit
Union

As part of the response to COVID-19, BMDC and BCU working in
partnership as part of a council-led Covid taskforce, launched a
pilot loans scheme aimed at furloughed or redundant workers. The
council made £30k available to underwrite the provision of 0%
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interest loans to 55 residents. The maximum amount provided was
£500, which was a mix of a £50 ‘saving starter’ grant and £450
loan, to be repaid once the resident was back in work or on
benefits. Repayments have since been recycled into additional
loans.

Case study: Scotcash and Glasgow City Council

Scotcash (https://www.scotcash.net) was formed in January
2007 as an outcome of Glasgow City Council’s financial inclusion
strategy and, principally, as a response to the high levels of
doorstep lending taking place in the city. It began as a partnership
between Glasgow Housing Association and Glasgow City Council
who, along with the Royal Bank of Scotland (RBS), the Scottish
Government and Communities Scotland, provided a mixture of
initial funding and support.

Since then, the CDFI has sustained its partnership with Glasgow
City Council and worked to expandits services for Glasgow
residents. It promotes Scotcash to local communities through direct
referrals, newsletters, and through its strategic partnerships. In
addition, it directly refers people that itcannot help through its
Scottish Welfare Fund to Scotcash. It also refers grant recipients
who do not have bank accounts to Scotcash so the CDFI can
assist them to open these for the grant to then be paid into.

Supporting council service delivery

Affordable and responsible credit provision can also be tailored by local
lenders to directly support council service delivery and local area priorities
as detailed by the case studies below.
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Case study: Private Sector Rent Deposit Scheme

In conjunction with HertSavers Credit Union (https://www.hertsa
vers.co.uk/), East Hertfordshire District Council operate a private
sector rent deposit scheme to house people in the private rented
sector and prevent homelessness. Via interest-free loans from the
credit union, the council can advance a deposit and rent in advance
to accepted residents who are on a low-income or benefits. Further
detail can be accessed via this link (https://www.eastherts.gov.u
k/housing/housing-advice/rent-deposit-scheme).

Case study: Home Improvement Loans

Since 2010 Street (UK) Homes (https://www.street-uk.co

m) (Street UK) has worked with local authorities to enable low-
income homeowners to access affordable credit for essential home
improvements, bringing their properties up to the Government’s
Decent Homes Standard. Over ten years, Street UK has helped
over 3,500 homeowners invest £31 million in their homes,
improving health outcomes and reducing energy costs.

Case study: No-Interest Loans to support vulnerable residents

Street (UK) Homes (https://www.street-uk.com) (ESCU) runs
four interest-free loan schemes, in partnership with various
charities in Brighton & Hove, aimed at supporting residents in
vulnerable circumstances. This includes the provision of loans for
rent deposits and rent in advance to help homeless people secure
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accommodation in the private-rented sector, and support for people
who have been through the asylum system and those with no
recourse to public funds.

Case study: Homeowner loans in partnership with Councils in
the South West

Operating for 16 years Lendology CIC (https://www.lendology.or
g.uk/) works with 18 council partners to enable homeowners to
access a range of loans for improving, adapting, and enhancing
their properties, including owners of empty properties. In 2019/20, it
lent £1.7 million that helped bring 14 properties back into habitation
and improved the housing conditions for 459 people.

Further practical guidance can be found in the following reports:

[l Credit Unions and Local Government: Working in
Partnership (https://party.coop/publication/creditu
nions) — by Association of British Credit Unions
(ABCUL) and The Co-operative Party.

[l Good credit project: A toolkit to build local
financial resilience (https://goodcreditindex.co.uk/
wp-content/uploads/2020/07/Good-Credit-Toolkit-w
eb.pdf) — by Demos

Council arrears

A number of social sector tenants already use their rent payments as an
informal method of addressing financial shortfalls at certain points of the
year and to manage debts or unexpected bills. By accumulating arrears, it
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provides a short-term alternative to resorting to high-cost credit but without
proper structure or procedures, it can result in formal arrears actions that
can risk their tenancy and create pressures for councils and landlords.

Rent Flex as an alternative to high-cost credit

Developed by the Centre for Responsible Credit (https://www.re
sponsible-credit.org.uk/), Rent Flex provides a formal mechanism
for tenants to tailor their rent payments in line with likely financial
pressure points over the year. By encouraging residents to reduce
their use of credit by planning ahead, it is intended to build
resilience through savings and improve financial wellbeing.

Developing an integrated approach

It is important to remember that the provision of affordable credit should be
part of a broader package of advice and wrap-around support
interventions, such as money and debt advice, offered by councils and
local partners.

Ensuring these are aligned to affordable credit is essential to not only
maximising finite resources and providing financial help to the most
vulnerable, but also for converting this short-term remedy into longer-term
financial stability, by addressing the household’s wider and underlying
problems. Some specific actions that councils are well placed to support
local affordable lenders to deliver include:

[ providing support for customers to build their financial
resilience, either in-house or through partnerships or
referrals. This should include encouraging savings
behaviour (see section 6.2.1 below), building financial
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capability and helping customers to access their full
entitlement to grants and benefits

[ providing customers who are declined for credit with
information as to why the decision has been taken,
alongside signposting to relevant guidance, support or
alternatives

[ Wworking in partnership with local or national free debt
advice providers, maintaining an active channel to
refer customers to when they are identified as having
financial difficulties either at the application stage, and
therefore declined, or whilst they are an active
customer.

Key considerations

Councils should consider investing in credit unions via subordinated debt
or deferred shares. Given the financial pressure on councils, investing in
credit union capital can allow credit unions to expand their operations while
retaining the investment as an asset on the council’s budget sheet, which
may present a more attractive funding proposition than a grant.

Affordable lenders can often provide flexible and tailored products to meet
the different needs of partner organisations. Councils should therefore
identify how affordable finance products could be best used to support
cost-effective council service delivery, and engage with local providers to
discuss potential product development opportunities.

Ensuring that affordable finance provision is robustly integrated with wider
support services, including those of the council and local voluntary and
community sector partners, should be a key underlying principle to convert
short-term support into longer-term financial stability by addressing wider
circumstances and needs. Given their leadership role within local
communities, councils are well placed to ensure that the right partnerships
are in place to facilitate this coordinated approach.
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Through their engagement with, and support of, affordable lenders,
councils should encourage and facilitate the adoption of the Affordable
Credit Code of Practice as necessary. Additionally, the criteria highlighted
within the code could be used to inform future commissioning / contracting
processes for affordable finance provision, to ensure the quality and
effectiveness of local services.

6. Promotion and awareness raising

A key factor in the decision to take out high-cost credit is often the ease
and availability of online lending with immediate decisions together with a
lack of awareness about more affordable alternatives. Consumer
awareness of credit unions and CDFls is relatively low, especially when
compared to many high-cost lenders. This section therefore summarises
relevant evidence and resources to support the effective promotion and
awareness raising of affordable finance, to help divert residents away from
high-cost lenders and towards alternative and more appropriate sources of
support.

The legal framework for promoting affordable finance

Credit-related activity, including credit broking (the introduction and referral
of individuals to sources of credit) is a regulated activity, that is usually
likely to require authorisation by the Financial Conduct Authority (FCA).

Importantly, local authorities are specifically excluded from the legal
requirement to be authorised for most credit-related regulated activities,
including credit broking, as detailed in the FCA’s Perimeter Guidance:
PERG 2.9.23G (https://www.handbook.fca.org.uk/handbook/PERG/2/9.
html).

Those authorities that provide social housing, however, may find the
following FCA guidance note of interest: FG18/6: Helping tenants find
alternatives to high-cost credit and what this means for social housing
landlords.
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This document aims to help social housing landlords, including local
authorities and housing associations understand the scope and application
of consumer credit regulation when they help tenants to find alternatives to
high-cost credit, such as loans from credit unions or CDFI’s. The FCA
recognise that social landlords can play a key role in this area, helping to
create better options for consumers that could provide them with a
cheaper, lower-risk source of finance. In recognition of this context, in July
2019 the law introduced an important exclusion for social housing
landlords from the scope of credit broking. It is important to note, however,
that this exclusion only applies where:

[ the activity concerned is affecting an introduction of an
individual who wishes to enter into a credit agreement

[ theintroduction is to a credit union, community benefit
society, registered charity (or subsidiary of a registered
charity), community interest company limited by
guarantee or subsidiary of an RSL, and

[ theintroduction is provided fee free, i.e. the RSL
receives no fee (which includes money or any other
financial consideration).

The guidance note can be accessed via this link (https://www.fca.org.u
k/publication/finalised-guidance/fg18-06.pdf), and any enquiries can be
made to the FCA’s dedicated social housing team via: RSL@fca.org.uk
(mailto:RSL@fca.org.uk).

The importance of promoting affordable finance

The direct promotion and marketing of local affordable finance provision is
critical to diverting residents away from high-cost lenders. Unfortunately,
the services available via credit unions or CDFls can often struggle to be
heard against these high-cost lenders, backed by significant marketing
budgets and a highly visible digital and media presence. Additionally, for
many of those in vulnerable circumstances who are looking at credit
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options, it can be hard to see beyond the weekly cost that is often the
focus of advertising, and to recognise the longer-term financial implications
of high-cost credit. Research by the Centre for Responsible Credit (http
s:/lwww.fairforyou.org.uk/reports/) on behalf of Fair For You (https://w
ww.fairforyou.co.uk), evidenced that before finding their way to Fair for
You, 80% of their customers had borrowed from other sources in the
previous 12 months, including 36% from doorstep lenders and 29% from
the rent-to-own sector.

Save as you borrow

Beyond the direct financial benefit provided by paying less interest,
compared to higher-cost borrowing, the effective promotion of affordable
lending also provides a gateway to other affordable and responsible
financial services and is often the critical ‘hook’ that can be used to initially
catch consumer attention. “Save as you borrow” (SAYB) is the practice of
credit unions to encourage their members to make savings contributions
as part of their regular loan repayments — as illustrated by the example
below, from London Mutual Credit Union. (https://creditunion.co.uk/loa
ns/child-benefit-savings-loans/)

As evidenced by the Fairbanking Foundation (https://fairbanking.org.u
k/wp-content/uploads/2017/02/Save-While-You-Borrow-web-1540217.p
df), the SAYB model of lending helps to build savings habits and thus
financial resilience. With its ease, the savings provide security and the
lump sum at the end of the loan and the sense of achievement, all or which
are beneficial to the customer.

For those who have rarely or never saved, the well-being benefits are
tangible — as most are motivated to continue the painless practice they
have begun. It identified that 26% of participants who accessed a SAYB
product, were saving regularly before they borrowed, but an additional
45% stated they would sustain their new savings habit in the future.
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Recommendations for local authorities

The promotion of affordable and responsible finance by local authorities is
also advocated by the FCA. In their Alternatives to High-Cost Credit
Report (https://www.fca.org.uk/publication/research/alternatives-high-
cost-credit-report.pdf), the FCA note that local authorities sit at the centre
of their community and have a key role in promoting economic growth in
their area.

Additionally, they highlight that given their responsibility for essential and
support services, they are in a unique position to communicate with and
signpost consumers to relevant services. The report therefore outlines a
number of recommendations relevant to local authorities on promotion and
awareness-raising of affordable and responsible credit:

[ Local authorities and other frontline service providers,
such as RSL'’s and relevant charities, should consider
providing their service users with information about
affordable lending alternatives, embedded within their
regular service delivery.

[l Alotof the existing information about lower-cost credit
options could be made more prominent and
accessible, particularly online. The most accessible
webpages are those that can be easily found from the
homepage, for example via clear menus or headings
such as ‘Help with your borrowing’ or ‘Getting the best
deal on loans’.

[ The quality of signposting of helpful information about
the characteristics of credit union and CDFI loans
could be improved by including illustrative and
interactive information to increase consumer
awareness of lower cost borrowing options — as per
the table below.
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[ Alongside promotion of affordable lending options,
consumers should also be signposted to additional
sources of further information and support, such as the
Money and Pensions Advice website.

Promoting lending and interest rates

There is often a negative public perception about the interest rates
charged by community finance providers and concern about actively
promoting such loans, particularly when they are compared against
mainstream borrowing options, such as bank credit cards and loans. It is
important to recognise, however, that many people are unable to access
this lower-cost credit as they are financially vulnerable, on low or unstable
incomes or have a bad credit history. Many vulnerable, low-income
households with a legitimate need for credit, to cover income gaps or
emergency expenses for example, therefore access high-cost credit (such
as doorstep or payday loans) because they do not have, or perceive that
they do not have, any other alternative.

In addition, there is also a social cost to households accessing subprime
credit. For example, nearly two thirds (60%) of Fair For You customers who
had previously borrowed from other higher-cost sources reported that this
borrowing had created significant difficulties for them — 36% said it had led
to stress or anxiety about money, 32% that their credit score had suffered
and 23% had to cut back on essential spending to make the repayments.

As the table below illustrates, this borrowing is significantly more
expensive than that offered by community finance providers, who also
provide wraparound support to build financial stability and resilience.

Borrowing £400 over 6 months / 26 weeks

London

Mutual . . Satsuma Mr
Credit S AL 2 Loans Lender
Union
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Home

Type of lender Credit Union  CDFI credit HCSTC HCSTC
Representative . o . *not .
rate (APR) 42.6% 99.8% 535% T 1,242%
Amount of £43 £87 £436 £358 £364
interest

Total repayable £443 £487 £624 £758 £764

Source: Price quotes taken from company websites on 23 March 2021.
For exact quotes please refer to the company websites.

Partnership approaches

Marketing is identified as the top barrier to growth by affordable credit
providers. However, given their role as local leaders and partnership co-
ordinators, councils are well placed to help affordable lenders to develop
and deliver comprehensive, sustained promotional campaigns that amplify
their message and help to reach new audiences.

Good credit project: Sheffield City Region

In the run-up to Christmas, the Good Credit project ran a public campaign
across various channels to promote access to affordable credit within
South Yorkshire — directing people to the project website with listing of
affordable credit providers. As a result, Sheffield Credit Union made 37%
more loans in December 2019 compared to December 2018 — Good
Credit Index (https://goodcreditindex.co.uk).

Hull Money

Hull Money was established in 2018 by CDFI Five Lamps in partnership
with Hull City Council, advice agencies and other local organisations. It
provides a single branded gateway for customers when they need local
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financial services including savings, loans, white goods and advice. The
online hub links customers directly to their provider of choice, which in
terms of affordable lending includes both Hull and East Yorkshire Credit
Union and CDFI Conduit.

Our Newham Money

Our Newham Money (https://www.ournewhammoney.co.uk) adopts a
similar approach to Hull Money (and Northumberland Money (https://ww
w.northumberlandmoney.com/)) offering a single portal for coordinated
financial support and services for residents in the London Borough of
Newham.

The service is run by Newham Council, who work in partnership with
London Community Credit Union (https://londoncu.com/) to provide
easy and straightforward access to affordable and responsible credit.

Effective communication and engagement

Research on the behavioural and psychological impacts of poverty
highlights the detriment that financial worries, poverty and being in
vulnerable situations can have on decision making and the ability to take
positive action. Poverty has significant cognitive and psychological
aspects, eroding self-esteem and self-confidence and generating feelings
of helplessness and fear of dependence. Research has evidenced that
when people on lower incomes suffer from financial pressure, the drop in
their cognitive function is equivalent to an entire night’s sleep.

The table below therefore highlights some useful resources to support
effective communication and engagement, within this context, across
advice and support services, including the provision of affordable credit.
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Poverty and
decision making:
how behavioural
science can
improve
opportunity in the
UK

Better Money
Behaviours

The EAST
framework

Key considerations

This research report (https://lwww.jrf.org.uk/report/how
-poverty-affects-peoples-decision-making-processes)
by the Joseph Rowntree Foundation highlights the impact
that financial worries, poverty and being in vulnerable
situations can have on decision making and the ability to
take positive action.

The London Housing Financial Inclusion Group sponsored
report, Better Money Behaviours (https://behaviourcha
nge.org.uk/case-studies/better-money-behaviours-a-to
olkit), provides a behaviour change toolkit for engaging
people on money issues — the toolkit outlines 12 principles
for effective engagement.

The Behavioural Insight Team has developed a simple
framework to help organisations to deliver effective
behavioural approaches. In their report, they have
identified four simple principles (Easy, Attractive, Social
and Timely — EAST (https://www.bi.team/publications/e
ast-four-simple-ways-to-apply-behavioural-insights/))
to encourage positive behaviour change, that can be
adopted and implemented across the delivery of activity to
tackle financial hardship.

Promotional and awareness raising activity should be informed by relevant
behavioural insights research and resources to ensure that it is as
engaging and effective as possible. Activity should be targeted to ensure
that those most in need can find out about the support available and this
should include the use of partners working with vulnerable residents.
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Practical opportunities to embed relevant information, resources and
support tools across council activity and processes should be mapped out
and prioritised. For example, embedding reference to local affordable
finance provision and the ‘stop the loan sharks’ team within relevant
council tax communication processes. External resources and tools can
also be used to add value to local information.

7. Monitoring and impact measurement

The socio-economic benefits for an individual improving their financial
resilience and wellbeing by accessing affordable and responsible finance
are diverse and differ based on every individual’s circumstances. This
could be everything from the money saved from borrowing more affordably
to reduced financial stress and improved health outcomes. This section
therefore sets out a clear framework and methodology to monitor and
measure the holistic impact and value of supporting the provision of
affordable finance, in relation to individual wellbeing, social value and local
economic impact.

Measuring social value — methodology

The methodology to measure the holistic social value of affordable credit
provision focuses on four key areas, as highlighted below:

[ key deliverables/outputs
[ financial gains for households
[l impact on health and wellbeing, and

[l additional economic multiplier effect.

Key deliverables/outputs

Total number of loans No.
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Total value of lending £

Value of higher risk loan book (diverted from subprime) £

This data can be used to evidence a cost per output of the investment into
affordable credit provision.

Financial gains for households

Access to affordable credit delivers significant benefits and cost savings to
individuals and households, particularly for those on the lowest incomes
and who are financially excluded.

Number of affordable loans (diverted from subprime) No.

Estimated cost saving to households — the amount saved through lower- £
interest loan repayments

This data can be used to identify a ratio of investment to financial gains —
e.g. each £1 of investment creates £X of financial gains for local residents.

Impact on health and wellbeing

Wellbeing Valuation has been accepted as a robust and rigorous method
of measuring wellbeing value. This approach allows organisations to
measure the success of social interventions by analysing how much they
increase people’s wellbeing. To do this, the results of large national
surveys are analysed to isolate the effect of a particular factor on a
person’s wellbeing. Analysis then reveals the equivalent amount of money
needed to increase someone’s wellbeing by the same amount.

The HACT Wellbeing Valuation model has a number of outcomes relevant
to financial resilience and wellbeing that could be adopted to measure the
impact of increasing access to affordable credit and wider financial
inclusion activities, as detailed in the table below.
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Average

Outcome Description of outcome
value
In the last 12 hs h h
Able to pay for r?t. e :ast mont s have you had any
difficulties paying for your £7,347

housin ;
g accommodation?

. . How well would you say you yourself are
Financial comfort . : £8,917
managing financially these days?

Relief from being
heavily burdened with
debt

If you are in debt, how much of a burden

is that debt? £10,836

Do you save on a regular basis or just
Able to save regularly . . £2,155
from time to time when you can?

| feel that what happens to me is out of £15,894

Feel in control of life
my control

This data can be used to identify a ratio of investment to social impact —
e.g. each £1 of investment generates £X of social impact for local
residents.

So, for example, a local resident who accesses an affordable loan from a
credit union and highlights that they are now experiencing ‘relief from debt’
would generate an increase in wellbeing of £10,836. This monetary figure
represents the change in wellbeing the average person feels about
themselves, in terms of increased confidence, sense of control and other
related benefits, because they are now able to save, due to the lower loan
repayments they must make. This change feels the same as having an
extra £10,836 in their pocket.
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To help organisations use the tool, HACT provide a range of resources
including guides, supporting materials and a social value calculator. An
introduction to the approach and a detailed methodology is outlined in the
HACT report: Measuring the Social Impact of Community Investment:
A Guide to using the Wellbeing Valuation Approach (https://www.hact.
org.uk/measuring-social-impact-community-investment-guide-using-
wellbeing-valuation-approach).

Additional economic multiplier effect

There is limited available research estimating the local economic impact of
improving access to affordable finance and supporting increase of financial
inclusion. The most applicable return on investment research is taken from
work undertaken by Circle Housing that estimated the ‘economic multiplier’
of its work with Leeds Credit Union.

This calculated the benefit of the additional funds generated from
affordable loans, banking products and dividends retained and circulated
within the local economy by considering how this money is spent or saved
during the following year. The research estimated that for every £1
invested by Circle Housing, there was an additional £5.60 benefit to the
economy.

Additionally, social impact analysis by Hoot Credit Union (see case study
below), evidenced that 72% of money lent by Hoot is spent locally in
Bolton and Bury. In 2018/19, this equated to a £2 million boost to the local
economy.

This data can be used to identify a ratio of investment to economic benefit
— e.g. each £1 of investment generates £xx financial benefit to the local
economy.

Case studies — Community lenders

Community lenders are increasingly commissioning their own social impact
reports to fully demonstrate and evidence the impact and value that their
delivery has on local communities and economies, as illustrated by these
examples.
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Clockwise Credit Union - (https://www.clockwise.coop/clockwise-laun
ches-its-social-return-on-investment-evaluation-summary-report/)
Social Return on Investment Report (https://www.clockwise.coop/cloc
kwise-launches-its-social-return-on-investment-evaluation-summary-
report/)

CCU serves 15,000 members across Leicestershire, Rutland, Leicester
and Northamptonshire. In 2018 and 2019 CCU invested £2.4 million in
delivering services to their members, the impact of which was captured
through a detailed social return on investment evaluation. This evaluation
evidenced a range of outcomes for members from this investment,
including feeling less stressed and anxious, gaining skills and building
independence, with a total value of £10.4 million.

The Owl Effect: Measuring the Social Impact of Hoot Credit Union (htt
ps://lwww.wisewithmoney.org.uk/theowleffect/)

Hoot Credit Union has over 6,000 members in Bolton and Bury. In 2018/19,
Hoot took part in a detailed social impact exercise, including survey work
with over 500 members. The subsequent analysis, using the HACT
calculator evidenced that Hoot’s services generated £9.5m in social value
for the local community and provided a £2m boost to the local economy.

The Social Impact of Fair For You (https://www.fairforyou.org.uk/repor
ts/)

Fair for You is a Community Interest Company providing affordable credit
to families with incomes in the lower half of the income distribution
throughout the UK. Since its launch in 2015, FFY has provided over
77,000 loans, worth £26 million, to more than 33,000 customers. The
social impact of this lending has been detailed in a report produced by the
Centre for Responsible Credit.

[l FFY has generated at least £50.5 million of social
value since its launch.
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[ Over £2 million saved from reduced use of NHS
services, due to the positive health benefits of having
essential home items.

[ FFY has helped 71% of its customers move away from
high-cost credit, realising just under £9 million of
financial savings.

Key considerations

Robust impact measurement and evaluation should be embedded within
the delivery of affordable finance, enabling the council and its affordable
finance partner(s) to track the impact of support on residents, the council,
wider community and local economy. Appropriate measures should be
agreed and included in any partnership agreements or contracts, alongside
the standard output-based KPIs.

Tools to measure social return on investment or social value can be used
to undertake predictive impact modelling of new affordable finance
proposals, providing a considered estimation of the likely impacts and
value that will be delivered. This can help to strengthen the business case
for affordable finance, and should be included in any proposition for
investment presented to the council or external stakeholders.

Appendix
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STRUGGLING

SQUEEZED

CUSHIONED

UK 10.2m (19.6%)

UK 13.1m (25.2%)

UK 28.8m (55.2%)

The least financially resilient

segment, typified by:

e Low household incomes
(although half are
working)

¢ High levels of over-
indebtedness

¢ High levels of benefits
dependency

¢ Budgets are tight, with
little or no buffer

¢ Lower levels of financial
confidence

¢ Half live in social rented
accommodation

¢ More likely to have a
disability or impairment

Working-age families on

average incomes with

significant financial

commitments, typified by:

e Working age (most are
under 55)

¢ Mostly working (low to
middle income)

e Likely to be renting
privately or mortgaged

e More likely to have
children

¢ High dependency on
credit

e High over-indebtedness

¢ Highly Digital & Mobile

The most financially resilient

segment, with the highest

levels of income and savings.

Comfortable or affluent

households, typified by:

¢ Higher household
incomes (especially those
working)

¢ Likely to own their home
or have a mortgage
Higher savings buffer

¢ More confident managing
money

¢ Lowest level of over-
indebtedness

Many live on a financial
tightrope — with money a
constant source of anxiety

They have busy lives — with
multiple financial, work and
family pressures

More likely to have good
financial foundations —
through education, family
support and higher
expectations and aspirations

Many are overwhelmed by
debt — a belief they may be
trapped in debt for some time

A live for today attitude —
resorting to credit to support
their ‘1 want it now’ lifestyle

Higher financial resilience
— through high incomes, a
savings buffer, retirement
provision and investments /
property portfolios

Circumstances often
dictate a very short term and
reactive approach to money

Focussed on the here and
now — many don’t plan, and
do not recognise the need for
financial help

However, they are not
without risk given their high
spending and borrowing

A lack of savings buffer —
leaves them vulnerable to
income shocks

Appendix 2 - Estimating sub-prime credit use

This section sets out some data sources that can be used to estimate the
potential scale of high-cost subprime credit use within local authority areas.

Subprime credit types

Whilst the Financial Conduct Authority (FCA) identifies nine different types
of non-mainstream credit, the following are considered most relevant for
local analysis. This is because these are the types of credit where typical
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borrowers have low incomes and low credit scores, thus indicating
restricted choice of credit with high ARPs and short payment periods.

Subpri dit t Typical Exampl
ubprime credit type APR xamples
High-Cost Short-Term Credit (HCSTC) Lending Stream
1,200%
(Also referred to as payday / instalment APR My Jar
loans) Satsuma
Home Collected Credit Provident
545% APR
(Also referred to as doorstep lending) Morse Club
Brighthouse
Rent to Own 119.9% APR
Perfect Home
H&T
Pawnbroking 69% APR Pawnbrokers

Cash Converters

Estimating the scale of subprime credit use

National usage statistics for these credit types, produced by the FCA, can
be used to enable some reasonable estimates of local subprime credit use
to be made for local authority areas -
https:/lwww.fca.org.uk/publication/feedback/fs17-02-technical-
annex.pdf (https://www.fca.org.uk/publication/feedback/fs17-02-techn
ical-annex.pdf).
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Annual number of

Annual loans

Annual value

customers of loans

HCSTC 800,000 3,600,000 1.1 billion
(1.5% of UK (Av 4.5 loans per (Av £306 per
adults) person) loan)
Home Credit 700,000 1,700,000 1.3 billion
(1.4% of UK (Av 2.4 loans per (Av £765 per
adults) person) loan)
Rent to Own 200,000 600,000 0.6 billion
(0.4% of UK (Av 3 loans per (Av £1,000 per
adults) person) loan)

1,000,000 0.3 billion

350,000

Pawnbroking (Av 2.9 loans per  (Av £300 per

(0.7% of UK adults)
person) loan)

Using adult population data and the proportional and average figures
highlighted in the table above, estimated figures can be identified for a
local area based on the adult population (population data can be accessed
via this link (https://www.ons.gov.uk/file?uri=%2fpeoplepopulationan
dcommunity%2fpopulationandmigration%22fpopulationestimates%2fd
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atasets%2fpopulationestimatesforukenglandandwalesscotlandandno
rthernireland%2fmid2019april2020localauthoritydistrictcodes/ukmidy
earestimates20192020ladcodes.xls)).

Estimating the cost of subprime credit use

Once the estimated usage figures have been produced as above, the
annual total costs for each credit type can be estimated using relevant
lending examples, as highlighted in the table above, alongside the
provision of comparable figures had all of this lending been affordable and
alternatively sourced via a credit union instead (at 42.6% APR).

Subprime lending

Alternative lending via a Credit

Union
Average | Interest Total | Typical | Equivalent | Potential
loan charged amount | APR interest amount
size paid saved
back
HCSTC £306 42 6%
Home Credit £765 42.6%
Rent to Own £1,000 42.6%
Pawnbroking £300 42 6%

Appendix 3 — High-cost credit user profiles

High-Cost Short-Term Credit - average borrower:

Likely to be younger than other borrowers, with a
median age of 32

Working full-time

Higher income than other borrowers, with a median
net income of £20,000
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[l Primarily living in rented property
[ Averagely indebted compared to other borrowers
[ Slightly higher credit score than other borrowers

The following statistics have been summarised from the FCA report:
High-Cost Credit Review Technical Annex 1: Credit Reference Agency
Data Analysis of UK Personal Debt (https://www.fca.org.uk/publicatio
n/feedback/fs17-02-technical-annex.pdf)

Age:

o 25-34: 33% of borrowers
o Median age: 32

Gender:

« Payday loans: 60% female; 40% male
o Short-term instalment loans: 45% female; 55% male

Tenure:

« Predominantly renting or living with parents
Employment:

o 83% working full-time
Household income:

« Median estimated annual net income: £20,000
Debt:

« 70% of payday loan borrowers over-indebted
« Median outstanding personal debt: £3,600
« Median number of products with outstanding personal debt: 5

Benefits and Money:

« 87% of those with a payday loan report low levels of satisfaction with
their overall financial circumstances
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« 61% of those with a payday loan have low confidence managing
money (compared with 24% of all UK adults)

« 56% of those with a payday loan have low levels of knowledge about
financial matters (compared to 46% of all UK adults)

« Median credit score: 42

Home Collected Credit - average borrower:

Female

Likely to be older than other borrowers, with a median
age of 42

Less likely to be in employment

Lower income than other borrowers, with a median net
income of £15,500

Primarily living in socially rented property
Over-indebted, but not as much as other borrowers

Slightly lower credit score than HCSTC borrowers, but
higher than rent-to-own

Potential health problems, including long-term
disability

The majority of the following statistics have been summarised from the
Citizens Advice report — Doorway to Debt: Protecting consumers in
the home credit market (https://www.citizensadvice.org.uk/about-us/o
ur-work/policy/policy-research-topics/debt-and-money-policy-researc
h/doorway-to-debt/)

Where highlighted, some additional statistics have been taken from the
FCA report — High-Cost Credit Review Technical Annex 1: Credit
Reference Agency Data Analysis of UK Personal Debt (https://www.fc
a.org.uk/publication/feedback/fs17-02-technical-annex.pdf)
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Age of borrowers:

« Median age: 42 (FCA report)

Gender:

« Tend to be female

Family:

« 32% are single parents

Tenure:

91% live in rented accommodation
62% in socially rented property and 27% in private

Employment:

32% in employment

Household income:

Median estimated annual net income: £15,500 (FCA report)

Health:

48% have a long-term disability

Debt:

Severely over-indebted

Median outstanding personal debt: £2,800 (FCA report)

Median number of products with outstanding personal debt: 5 (FCA
report)

50% have council tax arrears

43% have water rates arrears

35% have rent arrears

Benefits and Money:

Median credit score: 41 (FCA report)
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Rent-To-Own - average borrower:

Female

Average age compared to other borrowers, with a
median age of 36

Living with family — dependent children
Likely to be wholly or partly reliant on benefits

Slightly higher income than home credit borrowers,
with a median net income of £16,100

Primarily living in rented property
More over-indebted than other borrowers

Lower credit score than other borrowers

The majority of the following statistics have been summarised from the
Financial Inclusion Centre report: Better and Brighter? Responsible
Rent-to-Own Alternatives (http://inclusioncentre.co.uk/wordpress29/w
p-content/uploads/2016/03/Better-and-Brighter-Responsible-RTO-Alte
rnatives-Full-Report-150316.pdf)

Where highlighted, some additional statistics have been taken from the
FCA report — High-Cost Credit Review Technical Annex 1: Credit
Reference Agency Data Analysis of UK Personal Debt (https://www.fc
a.org.uk/publication/feedback/fs17-02-technical-annex.pdf)

Age:
« Median age: 36 (FCA report)
Gender:

« Female: 78%
« Male: 22%

Family:

« Have a family with dependent children: 60%
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« Typically single parents
Tenure:

« Rented accommodation: 94%
Household income:

o Median estimated annual net income: £16,100 (FCA report)
Debt:

« Median outstanding personal debt: £4,300
« Median number of products with outstanding personal debt: 8

Money and Benefits:

« 50% of borrowers wholly or partly reliant on benefits
o Median credit score: 35

Pawnbroking - average borrower:

More likely to be female

Average age compared to other borrowers, 39 years
Living with family — dependent children

Less likely to be in employment

Primarily living in social or private rented property

Relatively low income, with majority earning less than
£15,000

Likely to have other debts

The following statistics have been summarised from the Personal Finance
Research Centre report (https://www.bristol.ac.uk/geography/researc
h/pfrc/themes/credit-debt/pawnbroking-2010.html)

Age:
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o 20-49: 76%
« Average age: 39 years

Gender:

« Female: 64%
« Male: 36%

Family:

« Have a family with dependent children: 46%
« Couple with children: 26%

« Single parents: 20%

« Single person living alone: 20%

Tenure:

« Owner occupiers: 20%
« Socially rented: 48%

« Private rented: 22%

« Live with parents: 6%

Employment:

o No one in work: 53%

« Part-time earnings only: 9%

o One full-time earner only: 28%

o Two full-time earners: 10%
Household income:

o Less than £100 per week: 21%
o £100-£299 per week: 49%

o £300-£499 per week: 19%

o £500+ per week: 11%

Benefits, Debt and Money:

o Generally borrowing elsewhere
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lllegal Money Lending - average borrower:

More likely to be male

Likely to be older than other borrowers, between 35-54
Likely to be a parent, with dependent children
Primarily living in social or private rented property

Relatively low income, with majority earning under
£20,000

Claiming benefits

High levels of over-indebtedness

Potential health problems

The following statistics have been summarised from the 2019 Victim
Report produced by the lllegal Money Lending Team (ILMT) (https://lw
ww.stoploansharks.co.uk/wp-content/uploads/2020/02/IMLT-Victim-Re
port-2019.pdf)

Age:

o Under 25: 7%
o 25-34: 19%

o 35-44: 36%

o 45-54: 27%

e 55+:11%

Gender:

o Male: 55%
« Female: 45%

Family:

« 55% of victims were parents, with an average of two children per
family

Tenure:
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« Accommodation supplied by employer: 1%

o Living with family/friends: 4%

o Owner occupier: 20%

« Private rented: 35%

« Social Housing (Council & Housing Association): 35%

« Supported accommodation or refuge: 3%

« Homeless: 1%

« The owner occupier figure of 20% in 2019 is the highest it has been
since the IMLT started recording this statistic in 2011

Employment status:

o Carer for relative: 1%

o Employed full-time: 46%
« Employed part-time: 7%
« Retired: 5%

o Self-employed: 7%

o Student: 2%

o Unemployed: 31%

Household Income:

e Zero: 1%

o Upto£14,999: 43%

« £15,000 - £20,000: 18%
« £20,001 - £30,000: 24%
« £30,001 - £39,000: 7%
« Over £39,000: 7%

Health:

« 46% of borrowers said they had long-term health conditions

« 14% said they had a physical illness

« 21% highlighted they suffered from mental health issues

o 79% of borrowers said that they were in a state of worry, stress,
depression or severe anxiety because of their involvement with a loan
shark
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« 34% said they had considered committing suicide — 17% had
attempted suicide

Benefits, Debt and Money:

o 62% of victims were claiming benefits

« 69% of victims owed money to legal creditors as well as the loan
shark — the average amount owed was £12,749

« 40% had priority debts including rent, mortgage or council tax arrears

« 73% didn’t have home contents insurance

o 44% had pre-payment meters for fuel supply
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