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1. About us 
 
1.1. The Money Advice Service is a UK-wide, independent service set up by government to 

improve consumers financial well-being. Our free and impartial money advice is 
available online, and by phone, web-chat or face to face with one of our Money 
Advisers. We also work with the debt advice sector to improve the quality, consistency 
and availability of debt advice.  
 

1.2. Our core statutory objectives are set out in the Financial Services Act 2010. We are paid 
for by a statutory levy on the financial services industry, raised through the Financial 
Conduct Authority.  
 

1.3. As the statutory body for financial capability, MAS has led the work with organisations 
across all sectors – financial, third sector, government and regulators to develop The 
Financial Capability Strategy for the UK.1 This 10 year Strategy aims to improve 
financial capability, giving consumers the ability, motivation and opportunity to make the 
most of their money.  
 

1.4. We are responding to findings and potential remedies related to consumer shopping 
around and switching in light of our statutory roles to enhance understanding and 
knowledge of members of the public about financial matters and enhance the ability of 
members of the public to manage their own financial affairs.  We are responding to 
findings and potential remedies related to problem credit card debt in light of our 
statutory role to work with partners to increase the availability, quality and consistency of 
debt advice. 

 

2. Summary of our response 
 

Consumers shopping around and switching 
 

2.1. Levels of financial capability in the UK are low and this is a barrier to consumers being 
more active in markets.   Many consumers lack the access, confidence and motivation 
to engage with markets and so do not shop around and we should not overestimate 
consumers’ ability to effectively distinguish between available options and choose the 
right products for them.  

 
2.2. In addition to the remedies proposed consumers may benefit from being directed to an 

independent and impartial organisation that can help them confidently compare and 
choose the right credit card for them. We would welcome the opportunity to discuss how 
the sector might build an evidence base on what works to encourage consumers to 
shop around and to take action to pay down their debts.  
 

Problem credit card debt 

 
2.3. We know credit card debt is very prevalent amongst clients of our own funded 

organisations. It is the second most cited reason for clients seeking out debt advice. We 
also know from our research that credit card debt occurs in the context of multiple debts 
and may be used to service other essential expenditure. 

 

                                                 
1 www.fincap.org  

http://www.fincap.org/
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2.4. We believe that creditors across and within all sectors should adhere to a standardised 
forbearance policy, similar to the breathing space initiative which we are assisting HMT 
and Insolvency Service to scope, which would allow clients, particularly those with 
multiple debts, and those servicing essential expenditure with credit, to seek help for 
their financial situation as a whole, and not just in relation to one debt.  

 
2.5. We would recommend a requirement for credit card providers to signpost to resources 

to support clients either in self-managing their finances or referring them to professional 
debt advice services which are free and of high quality.   
 

3. Consumer shopping around and switching 

Levels of financial capability in the UK are low and this is a barrier to 
consumers being more active in markets.   

 
3.1. The 2015 UK Financial Capability Survey shows the importance of financial capability – 

skills, knowledge, attitudes, motivation and opportunity – in optimising financial 
behaviour such as managing money well day to day, planning ahead and avoiding 
financial difficulty.2 These findings are relevant to consumers’ capability to shop around 
for products and services.3   
 

 51% of working age credit card holders told us that they have done something* 
in the previous 12 months to check if they are on the best deal for their credit 
card.  

 This is more than had checked their savings (47%) or current account (39%) 
deal 

 It is fewer than had checked whether they were on the best deal for utilities (61-
64%) or insurance products (70-79%). 

 Only 44% who regularly made minimum payments on their credit card had done 
anything to check if they were on the best deal for their credit card in the 
previous 12 months and only 13% had switched provider. 

 
3.2. Consumers who are more engaged with their finances and are future focussed 

are more likely to shop around. Consumers are more likely to have done something 
to check their credit card deal if they agree it is very important to keep track of 
household income and expenditure or if they agree it is very important to shop around to 
make money go further.  Consumers who agree it is very important to save for a rainy 
day or to put money aside for retirement are also more likely to shop around. 
 

3.3. The ease with which people can access information and price comparison 
websites online impacts the likelihood people will shop around.  While 56% of 
working age credit card holders who were heavier internet users4 had done something 

                                                 
2 Money Advice Service, Financial Capability Survey, 2015 
* Self-reported that they had done any of the following things in the past 12 months in order to get a better 
deal: changed provider; I didn’t change provider but I changed product/tariff with my existing provider; I am in 
the process of gathering information and I haven’t decided what to do yet; I found out some information 
about alternatives but I decided not to change provider or product/tariff. 
3 Working age people are much more likely than older people to have shopped around for credit cards, other 
financial products and utilities.  All figures are based only on people saying they hold/pay for the 
product/service. 
4 Heavier internet users defined as actively using the internet for 6 or more hours per week. Lighter internet 
users defined as actively using internet 1 to 5 hours per week. 

http://www.fincap.org.uk/financial-capability-survey
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to check their credit card deal in the past 12 months only 37% of lighter internet users 
and 22% of people who do not use the internet had. 
  

3.4. We should not overestimate consumers’ ability to effectively distinguish between 
available options and choose the right products for them. Overall working age 
credit card holders scored better than the generality of working age people when 
answering questions designed to test their skills and knowledge. Still:  

 13% could not correctly read the balance on a bank statement. 

 24% did not know that if they put £100 into a bank account with 2% interest per year, 
they would have £102 at the end of the first year. 

 27% did not know that if the inflation rate is 5% and the interest rate on their bank 
account is 3% they will have less buying power in a year’s time. 

 7% answered all three of these skills and knowledge questions incorrectly. 
 
3.5. Low levels of skills and knowledge call into question the ability of a significant minority 

of consumers to understand and compare available products. Investing in supply side 
remedies to improve the switching process – including the availability and accessibility 
of information and innovations to assist comparison such as midata are important. To 
maximise the impact of price comparison websites and other innovations to aid 
switching we also need to invest in improving consumers’ capability to access, digest 
and take actions on available information.  We must ensure consumers have the basic 
skills and motivations needed to stay in control of their finances and make decisions 
about products and services. 
 

3.6. Lack of confidence may discourage shopping around for better credit card deals 
– working age card holders who felt confident making financial product or service 
decisions were 10 percentage points more likely to have shopped around for a better 
credit card deal than those who did not feel confident. We found that consumers, with 
low confidence may decide that the possible benefits from switching do not outweigh 
the risk that the product they switch to will not offer the same or better service or price 
than their current provider. By not switching, they may be missing out on a deal that 
would leave them better off.  

 
 

3.7. Unsurprisingly working age credit card holders with low skills and knowledge are less 
likely to feel confident about their finances. However, 2% have a combination of low 
skills and knowledge about financial products and high levels of confidence making 
decisions about financial services and products. While this group is more likely to be 
engaged with money and finances their lack of skills and knowledge puts them at risk of 
making a decision that might leave them worse off. It is also entirely possible that this is 
an undermeasurement of the extent of over confidence. 

Views on potential remedies to improve shopping around and switching  

 
Allow consumers open access to their credit card usage data to other market 
participants 
 
3.8. We would welcome developments that allow consumers to easily compare credit cards 

based on their past transaction data. There also needs to be a concerted effort to 
understand what works to improve consumers’ capability to use such services to make 
the right decision for them.  
 

3.9. Financial products are complex and there is a known problem with their comprehension 
by consumers. Identifying which credit card presents best value for money or best suits 
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an individual’s needs requires them to be in control of their finances, not only to 
understand their past use but also how they expect to use their credit card in the future.  
 

3.10. While a midata type service could help consumers compare credit cards with an 
accurate view of their past 12 months use, optimism bias may cause consumers to 
downplay this as consumers are predisposed to believe that their financial situation will 
improve in the future.5  Without interventions to boost consumer capability alongside 
this, the evidence suggests inbuilt biases and common behaviours will limit the extent to 
which consumers will evaluate, make decisions and act on information they are 
provided with. 
 

3.11. In the current account market CMA has found, while midata is a welcome innovation, 
“it is not straightforward to use, its current application is not fully effective and its usage 
remains very low.”6 Lessons from the development and accessibility of midata should 

inform the development of a solution for credit cards. 
 
Clearer standards for price comparison websites 
 
3.12. The services offered by comparison sites can assist consumers to compare aspects of 

products on offer but to maximise the reach and impact of the service they provide we 
need to improve financial capability so that consumers engage with them effectively.  
 

3.13. Most PCWs do not offer a whole of market comparison. The FCA may wish to consider 
how it might require PCWs to be more explicit about market coverage to encourage 
more consumers to check multiple sites before choosing a card.   

 
3.14. To find the right product for them consumers need to understand how they intend to 

use their card, have access to information about cards available and have basic skills 
and knowledge of financial concepts like interest rates. As well as clearer standards for 
price comparison websites, FCA should give consideration to whether there are 
opportunities to signpost consumers to impartial guidance to assist consumers with the 
skills, knowledge and confidence to engage with the market and choose the right credit 
card for them.  

 
Providing timely information to remind consumers to repay their credit card debt or 
shop around before promotional offers expire 
 
3.15. We agree there is benefit in testing proactive warnings through text alerts, mobile 

applications and emails to remind them that their deal is going to change and the affect 
this will have on how much they pay.  Such messages should also be used as a prompt 
to encourage consumers to put a plan in place to pay down their debts.  It could also be 
used as an opportunity to prompt consumers to shop around before their promotional 
offer expires. 
 

3.16. Testing a range of approaches and conducting robust evaluation so we understand 
what works to improve financial capability is central to the UK Financial Capability 
Strategy.  We would welcome the opportunity to discuss how the sector might build an 
evidence base on what works to encourage consumers to shop around and to take 
action to pay down their debts. 

 
3.17. Related to this we have undertaken work to understand pre-arrears activity within a 

variety of creditors including credit card providers. We intend to conduct research into 

                                                 
5 FSA (2008) Financial Capability: A Behavioural Economics Perspective 
6 CMA (2015) Retail Banking Market Investigation: provisional findings report, p20 

http://www.fca.org.uk/static/fca/documents/research/fsa-crpr69.pdf
https://assets.digital.cabinet-office.gov.uk/media/563377e8ed915d566d00000f/Retail_banking_market_investigation_-_PFs_V2.pdf
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the symptoms of problem debt.  This may identify opportunities to provide timely 
information and prompts to seek debt advice. We are happy to share our findings with 
FCA and other bodies to assist in the development of pre-arrears practices.  
 

Promoting and facilitating the use of quotation searches 
 
3.18. We would welcome a facility that allows consumers to shop around using quotation 

searches across all credit sectors.   
 

1. Problem Credit Card Debt 
 

Incidence of credit card debt amongst clients  
 
3.19. Independent evaluation of our funded organisations7 shows the incidence of credit card 

debt is very prevalent amongst the clients they help. Around half (52%) of clients had 
multiple types of bills or payments that they were concerned about, and these frequently 
included a ‘priority’ bill. Rent or mortgage arrears were the most common (31%), 
followed by credit cards (30%). We know from the 2012 evaluation study8 that credit 

cards are sometimes used to service household bills and as such may be a pre-cursor 
to incurring priority debts. 

 
Consumer segments  
 
3.20. It is encouraging to note the FCA is also exploring patterns of consumer behaviours 

that lead to over-borrowing and under-repayment. To that end, we would like to draw 
attention to our work in this area particularly with regards to working with people in debt 
and their willingness to engage with advice services. We have also observed in our 
research9 that people with an optimistic attitude are less likely to engage with debt 

advice, despite their over-indebtedness. 
 
3.21. Our research found that over-indebted individuals start off with an optimistic view of 

their situation, even if they recognise they are in debt. However, it is clear that there is a 
gradual decline in optimism as individuals get older and/or their situation becomes 
embedded. However, the segmentation in this research found that ‘uncomfortable 
retirees’ counter this trend, displaying the highest level of optimism. This requires further 
investigation into the group to understand why this result exists. There appears to be a 
correlation between optimism and the levels of engagement individual’s display. Clients 
with a tendency to be optimistic demonstrate lower levels of active engagement with 
debt advice services and/or do not consider advice appropriate for their circumstances. 
Our analysis concludes that it is not an individual’s level of indebtedness that triggers 
engagement with debt advice services, but instead it depends on their optimism, or lack 
of it, about their situation. This research suggests that engagement with debt advice 
services could be down to the client not recognising their debt is a problem, combined 
with over optimism and low confidence. It suggests it is not a lack of interest in finances 
which drives disengagement with debt advice, but rather, the type of advice provision 
and the knowledge of the consequences of inaction not resonating with the individual at 
that time. 

 

                                                 
7 Money Advice Service (2014) The Money Advice Service Debt Advice Review 2013/14  
 
8 Money Advice Service (2013) 360 degree evaluation of Money Advice Service funded face to face debt advice  
 
9 Money Advice Service (2013) Personalising the Debt Sector 

https://53b86a9de6dd4673612f-c36ff983a9cc042683f46b699207946d.ssl.cf3.rackcdn.com/optimisa-final-quant-report-jul-2014.pdf
https://53b86a9de6dd4673612f-c36ff983a9cc042683f46b699207946d.ssl.cf3.rackcdn.com/optimisa-report-final-for-publication.pdf
https://53b86a9de6dd4673612f-c36ff983a9cc042683f46b699207946d.ssl.cf3.rackcdn.com/personalising-the-debt-sector-a-segmentation-of-the-over-indebted-population_november2013.pdf
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Standardisation of Forbearance policies 
 
3.22. As the review notes forbearance can be short-term or long-term and come in the form 

of, among other things, freezing interest and/or charges or offering a different payment 
arrangement. Each firm has its own forbearance policy. MAS would support a 
standardisation of forbearance across the creditor sectors. Following on from 
recommendations within the Farnish review, MAS, alongside the FCA, are currently in 
active discussions with HMT and Insolvency Service with regards to reviewing the 
scope of a ‘Breathing Space’, similar to the Debt Arrangement Scheme (DAS) for 
England and Wales. 

 
3.23. We believe such a Breathing Space initiative, which affords protections to clients from 

creditors for a defined period of time would be beneficial to cardholders in debt for the 
following reasons: 

 

 As many clients in problem debt are dealing with multiple creditors and using credit 
cards to service an array of debts, allowing them a standardised protection from all 
creditors for a short period would allow them space to deal with their debts more 
effectively, instead of issuing reactive repayments to aggressive creditors.  

 Breathing Space measures could be predicated on the client getting professional 
debt advice thus ensuring the client’s financial situation is supported holistically and 
not just to repay their credit cards.  

 De-incentivising creditors in adopting aggressive practices in pursuance of 
outstanding debt. If all creditors are adhering to standardised forbearance policies 
and clients are receiving debt advice, an individual creditor can be assured that 
clients are dealing with debts according to professional advice and not simply 
repaying those with more aggressive collection methods.  

 
Signposting to Money Advice Service resources  
 
MAS would ask the FCA to consider a requirement for credit card providers to signpost to 
Money Advice Service resources. The FCA will recall that the Consumer Credit Authorisation 
regime which came into effect from 1 April 2014 stipulates that, all financial promotions for 
Payday loans will include a risk warning and link directly to the Money Advice Service advice 
hub. This was a requirement which we supported and from January 2014 to December 
2014, we had 113,289 coming to our website from Pay Day Loan Providers who display our 
hyperlinked logo.   
 
3.24. We believe signposting to our resources in the context of credit card debts could be 

particularly helpful for:  
 

 The 6.9% of cardholders (2.1 million) are in arrears or have been charged-off. 
The financial and non-financial implications in these cases are likely to be 
significant. 

 The 6.6% of cardholders (2.1million) who have persistent high levels of credit 
card debt which they may be struggling to repay.  

 A further 5.2% of cardholders (1.6 million) who make systematic minimum 
repayments- i.e. those consumers who are taking longer to repay their credit card 
debt (with associated costs) than perhaps they need to.  

 
3.25. These cardholders identified, may be in need of debt or money advice, search for 

alternative, safe forms of credit, or to calculate their own credit card repayments over 
the long term. MAS provides customer-centric tools and resources to meet these needs, 
whether the customer chooses to get help for this or manage it themselves. 
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Debt Locator Tool 
 
3.26. In particular, we would like to draw the FCA’s attention to the MAS Debt Locator tool 

which could be of benefit to those customers who have been charged off and may be 
struggling with multiple debts. Whilst all cardholders may not need debt advice, we think 
it is important that awareness of the provision of free debt advice is raised with 
cardholders.  

 
3.27. The debt advice locator tool has been developed with the aim in mind that a client 

should be able to access advice which meets their needs and is of a trusted quality. The 
debt advice locator tool allows clients to search for an advice provider that’s right for 
them by channel and geographic location. The criteria for entry into the tool are that the 
provider: 

 Holds relevant FCA permissions 
 Provides free advice and / or solutions to clients 
 Holds a quality standard that has been accredited by the Money Advice Service 

 
3.28. The tool contains over 900 advice providers and is used by approximately 20 000 

clients a month. There are several benefits for clients searching for debt advice 
including: 
 

 The tool lists only those providers that meet our criteria including those which are 
free to the client and hold MAS recognised Quality standards. 

 The tool is developed based on user feedback and is designed to be compatible 
with various devices. 

 Allows people to search interactively (user feedback suggests static lists make it 
difficult to differentiate between providers) 

 The tool lists national and local organisations, both at devolved nation and 
postcode level, giving clients access to a wider range of providers than a static 
list could provide.  

 The tool is updated by MAS on a quarterly basis thus ensuring only up to date 
providers are listed 

 The tool has had positive feedback from users and the debt advice providers 
listed in the tool 
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