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    Debt Insight Manager Paul Das shares what we know about how many people need debt advice currently, who they are and how we are using these insights.
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    In September 2021, I explained how the Money and Pensions Service (MaPS) had adapted the way we measure the need for debt advice. This is a crucial activity for MaPS as understanding people who need debt advice is essential in formulating our plans to help them. This blog also set out some interim findings from our annual debt need survey looking at one of the groups within the measure. 

With the survey now complete, we can now share what we know about how many people need debt advice currently, who they are and how we are using these insights. 
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    Our debt need survey gives us insights on a broad cross section of society including ethnic minority, socially deprived and rural communities. We set detailed demographic quotas and weighting that accurately represent the UK population. 

 We adopt a broadly consistent approach so that we can compare findings from year to year, but the survey evolves to keep us informed about changes in society such as different types of employment and the rise of new products and consumer behaviour. An example for this year’s survey being Buy Now Pay Later (BNPL) products.
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    We use these components to allocate people to one of six groups in the measure:

	Have been behind on any bills or credit commitments in the last six months
	Being behind on any bills or credit commitments now: priority (bills which have serious consequences for non-payment) and non-priority arreas (other bills, such as water, credit or store cards, or unsecured personal loans).


In the last six months...

	Negative impacts: Disconnection or prepayment meter imposed by utility company or not being able to pay for food or expenses
	Major events: Court summons, baliff contact, eviction or repossession 
	High cost credit: Using payday lending, logbook loan or an unauthorised overdraft




    



    




    In August-September 2021 when we ran the survey:

	Most people in the UK (64% or around 34 million) were in group 1 and didn’t need debt advice despite the impact of the pandemic on the economy. 
	A further 20% (around 10.6 million) were in groups 2 or 3 which we term ‘at risk’. 
	However we identified that 16% (around 8.5 million) of the UK adult population needed debt advice.
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    Our unique role is to understand the national picture of local need.  We’ve applied the new measure to the survey data from 2019 and 2020, so we can see how the proportion of people needing debt advice has changed from before the pandemic until now. 
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    Every region and nation of the UK has seen an increase in the number of people needing advice since 2019, only the scale and timing is different.  The regions marked in dark blue have seen increases in need each year while there was a delayed impact or different pattern in other regions. 

	Overall UK: 16%
	Northern Ireland: 12%
	Scotland: 15%
	Wales 15%
	North West England: 18%
	North East England: 17%
	Yorkshire and North Lincolnshire: 15%
	East Midlands: 13%
	West Midlands 17%
	Eastern England: 11%
	London: 27%
	South East: 13%
	South West: 10%
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    The concentration of need in London, the West Midlands and the North of England follows a similar pattern to studies on poverty and financial wellbeing carried out by other organisations.  It reflects, among other factors, the concentration of private renters and higher cost of living in London and lower income levels in the midlands and the north. 

Looking at all of the groups in the measure gives us a more complete picture including people at risk,  who may “tip over” into the group needing debt advice.  In each region and nation between one in five and one in four people are in this group. 

London has the highest proportion of at risk people and this is on top of the highest proportion of people needing debt advice.  The at risk group is also nearly as high in the West Midlands region.
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    We’ve looked in depth at the profile of people who need debt advice across a range of different characteristics. Here are the stand-out differences between them and the UK population as a whole, represented by all the people we interviewed in the debt need survey.
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    People who need debt advice are more likely to be aged under 35 and have children.  People from ethnic minority communities are more likely to need debt advice.

	Aged under 35: 54% (vs. UK population average of 25%)
	Children in household: 58% (vs. UK population average of 31%)
	Ethnic minority communities: 26% (vs. UK population average of 12%)




    



    




    
        Back to top
        
    










    
        
            
            
                Housing and income status
            
        

    





    



    People who need debt advice tend to be social or private tenants in low-income households (working, unemployed or retired), but this is not exclusively the case. People needing debt advice include homeowners on higher incomes. Many had been on furlough, or still were when we interviewed them at the tail-end of the scheme.

	Tenants: 53% (vs. UK population average of 34%)
	Under £20k household income: 54% (vs. UK population average of 33%)
	Been on furlough: 57% (vs. UK population average of 20%)
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    People in need of debt advice are over four times more likely to be using informal borrowing from family or friends which does not show up in official figures such as those published by the FCA.  A quarter are using BNPL services  which often use less extensive credit checks than other forms of credit



	Using savings for food or bills because of covid: 20% (vs. UK population average of 10%)
	Borrowing from family or friends: 36% (vs. UK population average of 8%)
	Using BNPL: 25% (vs. UK population average of 11%)
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    Looking at events that have happened to people needing debt advice gives us an insight into why they may be in this situation. They have often experienced more events that have a negative impact on their finances. 

Other research carried out by MaPS indicates that people needing debt advice are likely to have low or very low financial wellbeing.  However, our analysis of the impact of debt advice demonstrated that receiving advice raises financial wellbeing, has a positive impact on a client’s mental health and has wider economic benefits for society as a whole. 

Whether someone needs debt advice or not, having a good level of financial wellbeing has a number of benefits. It leaves people feeling in control, being able to pay bills and deal with the unexpected contributing to a better financial future.
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    Learnings from the 2021 survey have allowed us to:

	inform funding decisions for debt advice in the devolved nations
	give early-stage feedback on HM Treasury’s Breathing Space Initiative
	share insights into BNPL customers for the FCA’s consultation on regulation
	pull together profiling information on users of illegal money lenders – an area where there is little published research
	profile people at risk of getting into problem debt and those who need debt advice now
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    We will continue to use the new measure to monitor the need for debt advice in the UK and use the insights that we gain to inform our policy decisions and support the agencies we fund to deliver debt advice. We will produce more insight from this research over the coming months.
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