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Executive summary

Background

Around 8 million individuals across the United Kingdom are over-indebted, having missed bills or
payments in at least three of the last six months, or feeling that keeping up with their bills and credit
commitments is a heavy burden.

A diverse mix of formal and informal solutions are available to help over-indebted people resolve their
financial difficulties. However, while debt solutions might work in individual circumstances, there are
concerns that, in combination, they fail to form a set of options that meets the needs of all over-
indebted people.

The Money Advice Service is therefore undertaking a review of the current debt solutions, to
understand how well they meet the needs of over-indebted people. This review will consist of:

= Literature review — to understand what is currently detailed on this area in literature
= Qualitative research — to provide insight on the experiences of over-indebted people

= Stakeholder consultation —to understand the views of creditors, advice providers and other
relevant parties

= Final review & report — to bring together the information from all stages into final
recommendations

This report details findings from stage 1 (literature review).

Aims of the literature review

This review aimed to identify what is currently known about the effectiveness of current debt solutions
in the literature.

It focused on twelve types of debt solution, examining their effectiveness across five simplified stages
of the journey into and out of debt solutions (see Figure 1.1):

Figure 1.1  Five stages of an individual’s journey through debt solutions

Maintenance @ Closure

Individual maintains Individual has fulfilled
the obligations of the their obligations and
debt solution exits the debt solution

Awareness. Identification Arrangement

Individual becomes Individual finds a debt Individual enters into a
aware they need help solution debt solution

The primary research questions were:

= To what extent do the current debt solutions meet the needs of over-indebted people?
= What are the barriers that prevent over-indebted people’s needs being met at each stage?

= What are the barriers that prevent over-indebted people from moving successfully from one stage
to the next?

The overall objective was to identify areas for improvement that could form the basis of a set of sector-
wide recommendations.
Methodology

ICF conducted a number of scoping interviews with advice providers, trade associations and research
centres with expertise in the area of over-indebtedness.
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Following this, the research team conducted an in-depth review of existing literature, including
academic research studies, policy documents, websites and publications from free-to-client debt
services, fee-charging debt services and debt advice trade associations, as well as public statistics
and surveys.

Further details on the methodology can be found in Section 2.2 and Annex 3.

Summary of findings

The following sub-sections set out the key findings from each stage of the journey into and out of debt
solutions. The research found that in reality, an individual’s journey is often more complex than
suggested by these five stages and is not necessarily linear. However, these stages provide a useful
framework for structuring the findings and developing recommendations.

Awareness

Over-indebted people tend to have poor awareness and knowledge of the debt solutions that are
available to them. While awareness of bankruptcy is high, over-indebted people tend to have poor
knowledge of other solutions. Many solutions also have a high level of stigma associated with them,
particularly bankruptcy.

While information on debt solutions is available on the internet, search engines typically promote fee-
charging websites over free-to-client websites, or point to websites that may not contain enough
information for people to make informed decisions by themselves.

For many, debt advice is the gateway to debt solutions, with many solutions requiring access through
an authorised intermediary. Awareness and usage of advice services is therefore crucial if over-
indebted people are to find and enter into appropriate solutions.

The vast majority of the UK population is aware of the existence of at least one debt advice provider.
However, due to the complexity of the debt landscape and the fragmented nature of debt advice
provision, about one in four over-indebted people is unsure who to approach for help, while others
struggle to understand what services are offered by debt advice providers.

There are various other barriers deterring over-indebted people from seeking advice. Firstly, while
several sources suggest that debt advice providers are generally well-perceived; others suggest a
number of concerns, such as a low level of trust in “free” advice, low expectations regarding quality
and a lack of belief that advice can make any difference.

In addition, the demand for debt advice is greater than supply and free-to-client debt advice providers
have limited funding, which can make it hard for over-indebted people to access free debt advice.
There are also some geographic areas where face-to-face debt advice services are unavailable.

Identification

The search for a debt solution is often characterised by distress or by a sense of urgency.
Consequently, there is little evidence of over-indebted individuals “shopping around” to gather
information on different advice services or debt solutions. This means that over-indebted people can
be reliant on the information and advice given by one provider. Evidence suggests that debtors often
do not challenge the information given to them by providers.

The literature suggests that some people find it difficult to understand the explanations provided by
their debt advice provider. This is exacerbated by the fact that debtors may suffer from considerable
stress by the time they get an appointment with a debt advice service, making it more difficult for them
to understand the information provided and impairing their ability to make sound decisions. Potentially
as a consequence, customers do not always follow the advice provided by debt advice services.
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Additionally, some providers have previously been found to employ poor practices which make it
harder for debtors to identify a suitable solution (e.g. false advertising, lack of transparency on fees,
pressure selling and product bundling). There is also evidence that some providers are not always
thorough enough when assessing debtors’ financial position, and in some instances may be
encouraging debtors to manipulate their personal information.

While there are several formal solutions available, eligibility criteria may lead to the exclusion of some
groups, pushing them towards informal solutions instead. For example, people who have less than
£50 disposable income per month and debts of more than £20,000 are excluded from all formal
solutions except bankruptcy. Additionally, homeowners may have fairly limited options if they do not
want to risk losing their home.

Arrangement

There are several issues that can be encountered by over-indebted people when arranging a debt
solution. The unaffordability of fees is a common barrier preventing individuals from accessing some
debt solutions (particularly bankruptcy). As a result, individuals may delay entering their preferred debt
solution, or may seek a cheaper but less suitable solution.

Additionally, creditors have the right to refuse the arrangements proposed by their debtors, or to insist
on higher repayment amounts before accepting. The latter course leaves the debtor with a choice of
accepting an unsustainable arrangement, or finding another (potentially less suitable) solution.

Delays in the application process can sometimes prevent individuals from accessing a solution. In
some cases, delays are so long that the amount of debt has increased and the consumer is no longer
eligible for their preferred debt solution. The quantity of information required to set up a solution can
also deter people from continuing with the application process.

According to the FCA, the process of setting up a formal solution such as an IVA or a DAS is
straightforward once a debt management company is involved. However, communication during the
set-up process can sometimes be of poor quality, with some over-indebted people signing up for debt
solutions without being fully aware of the terms and conditions (e.g. fees). This can lead to negative
impacts later on.

Maintenance

The most commonly cited issues relating to the maintenance of a debt solution relate to the
unsustainability of some arrangements. This could either be because the monthly repayments are not
affordable, or because the length of the repayment term is too long.

Changes in situation can make it particularly difficult for over-indebted individuals to maintain
payments. In some instances, a change in financial or employment status can lead to the debt solution
not being viable anymore because the individual no longer meets the eligibility criteria.

With some solutions, creditors and/or providers are able to change the terms of the arrangements
(e.g. increasing monthly repayments, increasing interest rates), which can also prevent individuals
from maintaining their solution.

Lack of support can also be an issue, with some providers offering limited or no contact (e.g.
reassurance or encouragement) once a solution is arranged. This can make it difficult for over-
indebted individuals to stay motivated and committed to their solution.

Nonetheless, for many the maintenance phase is a positive one. After entering into a debt solution,
many people report feeling less stressed and anxious. They also report improved money management
skills including organisation, budgeting and prioritising. It is unclear from the literature whether these
positive effects are a result of the debt solution, or as a result of debt advice.

One source suggests that solutions which allow responsibility for dealing with creditors to be
transferred to a debt management company provide individuals with breathing space, allowing them to
deal with the underlying problems that have led them into debt in the first place; including domestic
violence, relationship breakdown, etc. However, other sources suggest that it can be difficult for some
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individuals to improve their underlying financial circumstances if their options for income generation
are limited.

Closure

The reasons why some over-indebted individuals do not reach the end of their debt solution are
diverse. In addition to the reasons mentioned in the ‘maintenance’ section above, debtors can also
cancel their arrangement based on personal choice: if they are no longer happy with the service, if
they feel they can manage the debts or if they no longer want to pay the monthly fees. There is also
historical evidence that some debt management companies have not paid creditors or have been
fraudulent.

The majority of over-indebted people who successfully complete their solutions do not intend to use
another debt solution in the future and are optimistic that they will not need to. However, some people
have difficulties in managing their finances once their solution has finished. For some individuals,
solutions appear to only provide a temporary answer, as people who take a DMP, for example, can
end up with an IVA or bankruptcy in the future.

Taking on a debt solution can have medium-long term consequences on the lives of over-indebted
people. The biggest impact is that it can remain on the credit report of the over-indebted individual for
a period of up to six years after the solution. This can make it more difficult for over-indebted people to
access financial services (e.g. open bank accounts, take out loans or access credit). It may also have
negative consequences on employment and business opportunities, especially for the self-employed.
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1 Introduction

This document is the Final Report of a study for the Money Advice Service (MAS) to review
literature concerning the effectiveness of current debt solutions. This section introduces the
purpose and aims of the study, explains the background and context and sets out the
structure of the report.

1.1 Study purpose and aims

MAS is commissioning a multi-stage project to understand the extent to which the current
debt solutions meet the needs of over-indebted people in the UK.

This study is the first stage: a literature review to identify what is currently known about the
effectiveness of existing debt solutions in the UK, and to identify gaps in existing evidence.

The primary research questions are:
m To what extent do the current debt solutions meet the needs of over-indebted people?
= What are the barriers that prevent over-indebted people’s needs being met?

m Are there specific groups whose needs (either practical or emotional) are not met by the
existing debt option?

1.2 Background and context

This section provides an overview of over-indebtedness in the UK. It outlines the
characteristics and needs of over-indebted people, and describes the existing debt solutions
and their main characteristics.

1.2.1 Indebtedness and over-indebtedness in the United Kingdom

There does not appear to be a single, specific measure of ‘indebtedness’ and consumer
research shows that perceptions of what people consider to be ‘debt’ or their ability to
‘service their debt’ can varyl. MAS uses the term ‘over-indebtedness’, which is defined as
people who have missed bills or payments in at least three of the last six months and/or
feel that keeping up with their bills and payments is a heavy burden. According to MAS,
around 8 million individuals? across the UK are considered to be over-indebted.

The nature of over-indebtedness appears to be changing, with increasing numbers of people
now falling behind on their household bills and struggling with basic living costs3. For
example, National Debtline reported that one in four people who seek their services have
arrears on council tax*. This has been particularly pronounced since the financial crisis of

1 Financial Conduct Authority. 2014. Consumer credit and consumers in vulnerable circumstances
2 Money Advice Service, 2016. A Picture of Over-Indebtedness.

3 Money Advice Trust, Evolving our debt options to meet new challenges

4 Money Advice Trust. 2014. Changing Household Budgets
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2007. Increases in the costs of basic living expenses have also resulted in a greater
proportion of income being spent on basic living costs®.

1.2.2 Characteristics and needs of over-indebted people

Over-indebtedness is a problem that affects all demographic groups. Each demographic
group and the individuals within it may have different needs when it comes to debt solutions.
A recent MAS research study® suggests that while over-indebtedness among the general
population stands at 16.1%, it is more common amongst:

m Those with household income below £10,000 (24 per cent);
m Single parents (28 per cent);

m Adults with children (20 per cent);

m  Renters (25 per cent)

® Young adults aged 25-34, who are more than four times as likely to be over-indebted
than those aged 65 and over.

There is evidence that over-indebted people’s needs are both practical and emotional, and
that these needs vary by individual and between groups.

From a practical point of view, the Centre for Social Justice (CSJ) indicates that over-
indebted people need access to advice and education on money and financial skills
throughout their lives. Advice and training may alter previously-held negative attitudes
concerning debt advice services, while also empowering people to develop their financial
capability and help them to avoid falling into problem debt’. Examples of training areas
included literary skills, money management on a limited budget, planning for emergencies
and calculating tailored costs for their respective lifestyles.

Others have argued that education and training should be extended to cover the
individual’s legal rights and obligations, of which many over-indebted people are
unaware®. For example, MAS conducted a survey of over-indebted people and found that
around half (51 per cent)® were unaware of their legal rights and obligations as they pertain
to debt, while IFF Research found that 40 per cent of individuals were unaware0.

Over-indebted people also need information on the range of affordable financial
products and services suitable for their needs, as well as the benefits they are entitled to!*.
Almost half (49 per cent) of individuals need help with information concerning the benefits
and credits to which they are entitled?!?.

With regard to the emotional impact of debt, research has shown a negative correlation
between over-indebtedness and emotional well-being, indicating a potential need for
emotional support in addition to financial advice!®. Emotional issues and needs include both
internal factors (such as a lack of willingness to recognise a need for help and a lack of
confidence to make changes) and external factors (such as needing encouragement and
reassurances from others, as well as concerns about how they are viewed by others). For
example, a survey of over-indebted individuals by IFF Research found that 32 per cent

5 Money Advice Trust, Evolving our debt options to meet new challenges

6 Money Advice Service, 2016. A Picture of Over-Indebtedness

7 The Centre for Social Justice. 2015. Future finance - A new approach to financial capability
8 Money Advice Service. 2013. Indebted lives: the complexities of life in debt

9 Ibid.

10 |FF Research. 2011. User Needs from Debt Advice: Individual and Stakeholder Views.

11 The Centre for Social Justice. 2015. Future finance - A new approach to financial capability
12 Money Advice Service. 2013. Indebted lives: the complexities of life in debt

13 |FF Research. 2011. User Needs from Debt Advice: Individual and Stakeholder Views
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agreed that they were “worried that other people think that my money difficulties are all my
own fault™4,

IFF Research identified the following overarching themes concerning emotional needs:
reassurance, encouragement, confidence, and overcoming fear of tackling debt*®.
They highlighted for instance that “individuals need reassurance that they are actually
capable of tackling their debt situation — both from the perspective that it is possible to find a
solution and that they have or can acquire the skills and/or knowledge to make their financial
situation better”.

The literature also highlights specific needs for particular groups of over-indebted people,
with emphasis placed on vulnerable groups?®. For example, the FCA found that recent
serious medical issues or recent bereavement or relationship issues can further contribute to
an individual’'s debt issues. As a result of this vulnerability, they require extended
assistance?’.

1.2.3 Current debt solutions landscape

The current debt solutions landscape in the UK has evolved over time and now comprises a
variety of formal and informal solutions, in response to the needs and requirements of
creditors and debtors. Each solution has different entry criteria, although the development of
debt solutions has been largely uncoordinated. The Money Advice Trust reported that while
many debt solutions work well individually, “collectively they fail to form a cohesive system
that is fit for purpose”18.

The fragmented nature of debt advice provision adds further complexity to the existing
landscape. There are multiple entry points to debt advicel®, and the landscape is fractured,
involving over 250 organisations?. This is key, as to access most debt solutions, a third
party has to be involved in the process.

The current framework offers twelve main debt solutions as outlined in Table 1.1 below. For
each debt solution, the table shows whether:

it is a formal option;

it is available in all four UK countries (England, Wales, Scotland and Northern Ireland);
fees apply (including application, set up, and administration fees);

the individual needs to go through a third party (e.g. debt advice provider, insolvency
practitioner) to access and/or maintain the solution; and

m creditors are prevented from taking further actions against the person.

The table also shows estimates of the number of solutions issued in 2014. The details of
each solution are described further in the tables in Annex 1.

14 1bid.

15 1bid.

16 bid.

17 Financial Conduct Authority. 2015. Quality of debt management advice

18 Money Advice Trust. 2015. Evolving our debt options to meet new challenges

19 |FF Research. 2011. User Needs from Debt Advice: Individual and Stakeholder Views

20 The Centre for Social Justice. 2015. Future finance - A new approach to financial capability
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Table 1.1 Current debt solutions in the UK

© °a 5 ] g o
o =3 g |2£Z 0 @ 9
3 - > |SEw £3
o ]
S g | & |82l 53
= = 3 O I
< a *
Bankruptcy . 7,450% in
v 1 v v '
All UK Varies 01 2017-8
Debt Relief Order (DRO) 6,313%2in
v v v v ’
UK excl. Scotland 01 2017-8
Individual Voluntary 13,318%in
v v v v '
Arrangement (IVA) UK excl. Scotland Q1 2017-8
Administration Order (AO) 1942
v UK excl. Scotland v v v estimated
for 2014
Debt Arrangement Scheme 59725 in Q1
v v v v
(DAS) Scotland only 2017-8
Trust Deeds (TD) 4,437%7
v Scotland only v v V26 across
2014-5
Debt Management Plan c. 500,000%8
(DMP) X All UK Varies | Varies X held in Aug
2015
Token Payment Plan (TPP) X All UK X X X n.a.
Debt consolidation X All UK Varies X X n.a.
Debt write-off X All UK X X X n.a.
Informal arrangements with X All UK X X X na.
creditors
Full and final settlement of X Al UK “ X 429 na
debts

Notes: (1) Bankruptcy in Scotland is called sequestration and fees are lower. Bankruptcy costs and
fees total £680 in England and Wales, and £647 in Northern Ireland, while sequestration fees in
Scotland are £200. Minimal Asset Process (MAP) bankruptcy is also available in Scotland with fees of

21 Bankruptcy figures for Eng/Wales/NI/Scotland for April- June 2017 :
https://www.gov.uk/government/statistics/insolvency-statistics-april-to-june-2017

22 Bankruptcy figures for Eng/Wales/NI/Scotland for April- June 2017 :
https://www.gov.uk/government/statistics/insolvency-statistics-april-to-june-2017
23 Bankruptcy figures for Eng/Wales/NI/Scotland for April- June 2017 :
https://www.gov.uk/government/statistics/insolvency-statistics-april-to-june-2017

24 |CF estimates based on figures from: The Debt Resolution Forum. 2012. Debt resolution in the UK; Money
Advice Unit. 2009. Factsheet - Administration Orders; and the Ministry of Justice, 2011. Court Statistics Quarterly
April to June 2011. Calculation assumes rate of decline prior to most recently published figures (2011) continued

25 DAS figures from: Accountant in Bankruptcy, Scottish Insolvency Statistics: April to June 2017 (Quarter 1 2017-
18) - https://lwww.aib.gov.uk/scottish-insolvency-statistics-april-june-2017-quarter-1-2017-18

26 A voluntary trust is not binding on creditors. However, a Protected Trust Deed is legally binding: creditors
cannot chase debtors.

27 Trust Deed figures from: Accountant in Bankruptcy, Annual Report and Accounts 2014-5 -
https://www.aib.gov.uk/sites/default/files/aib_annual_report_2014-15.pdf

28 DMP estimates taken from FCA Sector Views 2017 - https://www.fca.org.uk/publication/corporate/sector-views-
2017.pdf

29 |t happens that some creditors take the money but continue to chase the debtor for the rest of the debt.

10


https://www.gov.uk/government/statistics/insolvency-statistics-april-to-june-2017
https://www.gov.uk/government/statistics/insolvency-statistics-april-to-june-2017
https://www.gov.uk/government/statistics/insolvency-statistics-april-to-june-2017

Review of the literature concerning the effectiveness of current debt solutions

I—

ICF

INTERNATIONAL

£90°%°, This is where debts of less than £17,000 that cannot be repaid within a reasonable time are
written off.

As illustrated in Table 1.1, some debt solutions are used more frequently than others. This
could be due to a number of reasons including fees, eligibility criteria, personal preferences,
needs, information received, etc.

It is notable that a larger number of people use informal solutions (i.e. arrangements that do
not offer guaranteed legal protection from creditors) compared to formal solutions (i.e.
arrangements that guarantee to protect debtors from their creditors if they accept the
proposal). This is illustrated by the high number of Debt Management Plans (DMPs). This
could suggest possible issues in accessing/maintaining formal debt solutions.

1.24 Gaps in evidence

Although there are many existing debt solutions and a multitude of debt advice providers in
the sector, there is little published literature on how effectively the debt solutions meet the
needs of over-indebted people, and much of the available literature is not recent. Given the
changing nature of the debt landscape, this means some literature may be out-of-date. In
particular, many sources mention practices of fee-charging advice providers which are likely
to have been reduced since the FCA’s thematic review and subsequent authorisation
process.

Many of the sources that do exist reference each other. The amount of information available
in the literature is thus less than might be expected for this number of sources.

Additionally, research has mostly focused on debt advice and its impact rather than on debt
solutions specifically, though the two are linked. For some debt solutions, receiving debt
advice is a necessary condition to access/maintain a solution (see Table 1.1). However,
there might be instances where people do not seek advice before arranging a debt solution.
For example, it is now possible to enter bankruptcy online without taking advice. Information
on over-indebted people who enter debt solutions without debt advice is scarce.

Lastly, research on debt solutions has mostly focussed on formal debt solutions and DMPs.
There is a lack of information and research on other informal debt solutions. Overall, the
complexity of the debt solutions landscape as well as the limited research in the area
inevitably impacts what is known.

1.3 Structure of the report
The remainder of this report is structured as follows:

m Section 2 details the conceptual framework used to explore the ‘individual journey’ into
debt solutions and also describes the methodological approach of the study.

m Section 3 describes the findings from the literature regarding the effectiveness of
current debt solutions at each stage of the individual journey. It also includes a
comparative assessment between Scotland and the rest of the UK31,

30 StepChange, Bankruptcy costs and fees. Available at: https://www.stepchange.org/debt-info/bankruptcy-costs-
and-fees.aspx

31 As the debt solutions available vary between Scotland and the rest of the UK, an assessment was undertaken
to compare both landscapes.
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2 Conceptual framework and methodological approach

This section describes the conceptual framework and overall methodological approach
deployed to meet the study objectives.

2.1 Conceptual framework

The conceptual framework (Figure 2.1) used in this study describes five hypothetical stages
of an individual’s ‘journey’ into and out of debt solutionss32;

1. awareness — where an individual recognises the need for help;

2. identification — where an individual finds a debt solution;

3. arrangement — where an individual arranges and enters into a debt solution;

4. maintenance — where an individual maintains the obligation of the debt solution; and
5. closure —where an individual completes a debt solution.

The first four stages were identified and recommended by MAS for this study. Further
research from ICF highlighted the need for a fifth stage. This framework aims to:

m identify whether an individual's needs (financial and non-financial) are met throughout the
different stages of their journey; and

m identify barriers (financial and non-financial) to success at each stage.

The reality is that an individual’s journey can be more complex than that suggested by the
conceptual framework and is not necessarily linear. For instance, an individual may begin at
the Identification stage (e.qg. if a provider approaches them with a potential solution), or finish
prior to the Closure stage (e.g. if they cannot maintain the solution to completion). In
addition, an individual may return to a previous stage. The framework acknowledges the
possibility of beginning and finishing at different stages as well as circular paths.

32 The study focuses on the six formal and six informal debt solutions described in Table 1.1. Where it is not
specified, the term ‘debt solution’ relates to both, formal and/or informal.

12



Review of the literature concerning the effectiveness of current debt solutions

—

ICF

INTERNATIONAL

Figure 2.1 Individual’s journey into debt solutions

Awareness Identification Arrangement Maintenance Closure

Individual has fulfilled
their obligations and
exits the debt solution

Individual becomes Individual finds a debt Individual maintains

aware they need help solution

Individual enters into a
debt solution

the obligations of the
debt solution

Stages

Individual needs and objectives

Stage 1 - In the first instance,
the individual realises they
need help with their debt
problems.

The individual may or may not
have knowledge about debt
advice or debt solutions at this
stage.

Stage 2 — The individual
identifies a debt solution that
they believe will resolve their

issues.

In some instances this will
occur as a result of the
individual looking for options
themselves, whereas in others
the individual will be
presented with and/or advised
on solution(s) by an
organisation/ acquaintance.

Stage 3 — Once the individual
identifies a debt solution that
they believe will help them
resolve their issues, the
individual attempts to enter
into it, either with or without
assistance from a debt charity
or company.

Stage 4 — The individual then
has to comply with the terms

of the debt solution as agreed.

For example, by monthly
payments to an intermediary
or to creditors, by abstaining

from borrowing above a

certain limit, etc.

Stage 5 — Once the individual
has fulfilled their obligations,
the debt should have been
repaid/written off and the
individual should be in a more
stable financial situation.

However, it might be that this
is not the case and additional
solutions need to be found.
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2.2 Method

The methodology for the study can be broken down into two stages, as outlined below.

2.2.1 Scoping interviews

The research team conducted six targeted ‘scoping interviews’ with experts, including free-
to-client advice providers, trade associations and a research centre. The interviews
focussed on larger stakeholders that provide support and advice on several debt solutions,
rather than on those who concentrate on one particular debt solution.

The intention of the interviews was to gather intelligence and information on the needs of
over-indebted people and on the available debt solutions, including:

m recommendations for relevant sources, to ensure that the evidence base for this study
was comprehensive; and

m views on over-indebted people’s experience of debt solutions.

Findings from the interviews informed the desk research described below.

2.2.2 In-depth review of the literature

This was the main research component of the study. Key documentation was identified
using an online search of relevant sources.

In the first instance, general key words were used as search terms, including ‘debt solution’,
‘remedies’, ‘debt options’, ‘debt advice’, ‘over-indebtedness’, etc., and the names of
individual solutions (such as ‘bankruptcy’ and ‘individual voluntary arrangement’). The
research team then used specific key words for each stage of the individual’s journey,
including ‘awareness of debt solutions’, ‘barriers to maintenance of debt solutions’, etc.

The research team then extracted the relevant information into an Excel template before
critically reviewing each source against the study questions. The full list of study questions
can be found in Annex 3.

The review covered 82 sources and included academic research studies, policy documents,
websites and publications from free-to-client debt services, fee-charging debt services, debt
advice trade associations and regulators as well as public statistics and surveys. The
complete list of sources can be found in Annex 4.

The literature review was conducted in Jan — Feb 2016, with the original report being written
in March 2016. The tables in the report were updated in September 2017 to reflect changes
in the solutions landscape.
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3 Findings on the effectiveness of current debt solutions

This section presents the findings on the effectiveness of current debt solutions. It includes
a sub-section on each stage of the framework described in Figure 2.1 (awareness,
identification, arrangement, maintenance and closure), with each:

m describing the key findings from the literature review
m identifying any specific groups whose needs are not met.

The section also presents a comparative assessment of the debt solutions landscape in
Scotland versus the rest of the UK.

3.1 Awareness

In the “Awareness” stage, the over-indebted individual recognises the need for help and
attempts to find a ‘solution’ (not necessarily a debt solution) to their difficulties.

Issues relating to awareness are described further below and cover:
m usage of debt advice services
= knowledge of debt solutions

It is important to consider usage of debt advice as it is the gateway to identifying and
arranging many debt solutions.

3.1.1 Usage of debt advice services

Awareness of debt advice providers and their services

Overall, awareness of the existence of debt advice providers is high. For example, a study
by the National Audit Office (NAO) found that the vast majority of individuals are aware of
the existence of at least one debt advice provider: 97 per cent of the over-indebted
population are aware of Citizens Advice while 59 per cent know about National Debtline®3,
This confirmed previous findings in the literature (Day, Collard and Hay (2008) and Downs
and Woolrych (2009))34.

The Legal Services Research Centre (LSRC) reported that levels of awareness of fee-
charging services are high, due to the presence of advertisements on the television and
internet35. Stakeholders interviewed mentioned that free-to-client advice providers do not
have similar budget for advertisement36,

Despite high awareness of advice providers, over-indebted people struggle to understand
who to approach for services. The debt landscape is complex, partly due to the
fragmented nature of debt advice provision. There are multiple entry points to debt
advice®’, and the landscape is fractured involving over 250 organisations3.

33 National Audit Office. 2010. Helping over-indebted consumers

34 Money Advice Service. 2012. Debt Advice in the UK

35 Legal Services Research Centre. 2007. Assessing the Impact of Advice for People with Debt Problems.
36 |CF stakeholder interviews

37 IFF Research. 2011. User Needs from Debt Advice: Individual and Stakeholder Views

38 The Centre for Social Justice. 2015. Future finance - A new approach to financial capability
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A survey by Debtless in 2011 suggested that 81 per cent of the UK population would not
know where to look for help with debt (the survey also showed that men are more likely than
women to know where to go for help)3°. The NAO focused on the over-indebted population,
and found that 25 per cent of over-indebted people do not know where to go for support
(33.5 per cent for the most heavily over-indebted)4.

Individuals also may not always understand what services are offered by debt advice
providers. For example, the Personal Finance Research Centre (PFRC) found that even
users of CAB were unsure if they were using the right service to deal with their debt
problem, or did not know what assistance the CAB might provide to someone in their
situation*!. The LSRC found that individuals generally have little idea of what they can
expect from money advice services, beyond knowing that they provide help and advice to
people with debt problems and financial difficulties*2.

In addition, people find it difficult to distinguish between free-to-client and fee-charging
advice providers, particularly when they search for help on the web“3. The Money Advice
Trust found little evidence of creditors signposting participants to sources of advice and
support (for either free or fee-paying services)*.

Access to advice services

The effectiveness of free-to-client advice services is hampered because demand is greater
than supply. According to the Personal Finance Research Centre*®, free-to-client debt
advice services were under-funded in 2002 and as a result, they encountered difficulties in
coping with the numbers of people reaching out to them. However, by 2010, the University
of Nottingham noted that the four largest free-to-client debt advice providers (Citizens
Advice, Payplan, National Debtline and CCCS — now StepChange) were providing advice to
approximately 90% of all individuals seeking free-to-client debt advice each year*®

The literature suggests that the following issues can prevent over-indebted people from
accessing advice.

m Long waiting times before being granted a face-to-face appointment within the free
advice sector. For example, the Money Advice Trust found it could take up to three
months to get an appointment*’. The Money Advice Trust also noted that while waiting
for their appointments, debtors could see their situation deteriorate further (due to
mounting debts and increased pressure from creditors48).

m For those seeking a telephone appointment, it was sometimes impossible to get
through#.

39 Debtless. 2011. UK Debt Attitude Survey
40 National Audit Office. 2010. Helping over-indebted consumers

41 Personal Finance Research Centre, University of Bristol. 2009. An independent review of the fee-charging
debt management industry

42 Legal Services Research Centre. 2008. Money Advice Outreach Evaluation: Qualitative Outcomes for Clients
43 Arrow Global. 2013. Working together: understanding motivation and barriers to engagement in the consumer
debt marketplace

44 Money Advice Trust. 2012. Sustaining debt repayments - Experiences of people in informal repayment
arrangements

45 Kempson. 2002. ‘Over-indebtedness in Britain’, A report to the Department of Trade and Industry
46 The University of Nottingham. 2010. Demand, Capacity and Need for Debt Advice in the United Kingdom

47 Money Advice Trust. 2012. Sustaining debt repayments - Experiences of people in informal repayment
arrangements

48 |bid.
49 Legal Services Research Centre. 2008. Money Advice Outreach Evaluation: Qualitative Outcomes for Clients
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m Restricted opening times can deter over-indebted people from seeking advice,
especially those in work®°,

m  Queuing could discourage individuals from seeking advice, especially as debt advice
providers’ offices can be found uncomfortable and unwelcoming5.

Another frequent problem is that of geographic accessibility. The Money Advice Trust

reported that many remote areas have no face-to-face coverage at all*2. The LSRC noted
that people located in rural areas experience challenges in accessing advice%3. Although a
study by MAS found equal likelihood of accessing debt services (regardless of location)>4.

The LSRC further noted that people with mobility problems (e.g. depression, chronic health
problems or disabilities) may be too far away from debt advice services and could therefore
benefit from home visits®.

The problems mentioned above mostly concern free-to-client services and could be one of
the reasons why some people choose to use fee-charging services. According to a survey
conducted by the Money Advice Trust in 2012, 14 per cent of people using a fee-charging
debt management company do so because they tried to get help from a free advice agency
but could not access help quickly enough?®®.

Perceptions of debt advice

Several sources suggested that debt advice providers are well-perceived, especially free-
to-client services. The general perception is that providers have a good reputation, provide
good advice and are able to refer people to other sources of advice or help if necessary®”.

However, other sources suggested that perceptions of debt advice services can also be
negative and can act as a barrier preventing people from looking for a debt solution. Issues
include:

m offers of ‘free’ debt advice are treated with scepticism and are sometimes perceived as
scams®s;

m non-for-profit organisations are perceived as having fewer resources, and fewer
incentives to offer a good service compared to fee-charging organisation>?;

m the debt advice sector can feel “severe” and “scary” for some people®’;

m individuals sometimes feel that advisers are not experts and lack sufficient knowledge to
offer satisfactory assistance®?;

50 Legal Services Research Centre. 2007. Assessing the Impact of Advice for People with Debt Problems

51 1bid.

52 Money Advice Trust. 2014. Debt relief orders and the bankruptcy petition limit. (Money Advice Trust response)
53 Legal Services Research Centre, April 2009. The Experience of Money and Debt Problems in Rural Areas

54 Money Advice Service. 2012. Debt Advice in the UK

55 Legal Services Research Centre. 2008. Money Advice Outreach Evaluation: Qualitative Outcomes for Clients

56 Money Advice Trust. 2012. Sustaining debt repayments - Experiences of people in informal repayment
arrangements

57 Legal Services Research Centre. 2007. Assessing the Impact of Advice for People with Debt Problems
58 MAS debt interventions. 2015. Research debrief (unpublished)

59 |bid.

80 |FF Research. 2011. User Needs from Debt Advice: Individual and Stakeholder Views

61 | egal Services Research Centre. 2007. Assessing the Impact of Advice for People with Debt Problems
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m individuals expect advisers to be judgemental®? and think it is humiliating to talk through
personal experiences and problems with a stranger®3;

Other barriers preventing people from seeking advice

The perceived costs associated with seeking advice are an important barrier preventing
over-indebted people from looking for help. The Friends Provident Foundation showed that
20 per cent of people not using debt advice suggest this is because they think they cannot
afford help®4. In addition, spending time in appointments with debt advice providers can lead
to a loss of earnings®®, and telephone appointments can also be costly (as not all advice
providers have a free number)®8.

Barriers preventing over-indebted people from looking for help can also be emotional.
Several behavioural biases seem to be operating:

m Under-confidence effect: over-indebted people can believe they are incapable of
dealing with the situation (e.g. lack of knowledge on how to deal with debt)%’. This can
lead to disengagement. The Money Advice Service estimated that 41 per cent of the
over-indebted population lack the skills and confidence to deal with creditors®8,

m Attribution bias: over-indebted people can think they are not responsible for, or cannot
help their debt situation and therefore are not responsible for sorting it out®. This can
depend on the type of debt and the circumstances of the individual. For example, a
family with small children may argue that they need to use a certain amount of water
and electricity, or need to buy a washing machine, even if they cannot afford to do so™.

m  Hyperbolic discounting: refers to the tendency for people to choose a smaller-sooner
reward over a larger-later reward” . Thus, the instant satisfactions gained by spending
outweigh the potential positive impacts of accessing a longer term plan?.

These behavioural biases have two main consequences. Firstly, over-indebted people often
refuse to acknowledge their debt situation (the CSJ estimated that around 20 per cent of
over-indebted people do not recognise they have debt problems?3).

On the one hand, people can suffer from optimism bias and assume their situation will
improve. For example, according to IFF Research, 27 per cent of over-indebted people say
they would contact an advice provider ‘if their financial situation got any worse’ despite

62 | egal Services Research Centre. 2008. Money Advice Outreach Evaluation: Qualitative Outcomes for Clients
63 MAS debt interventions. 2015. Research debrief (unpublished)

64 Friends Provident Foundation. 2010. The Impact of Independent Debt Advice Services on the UK Credit
Industry

65 egal Services Research Centre. 2007. Assessing the Impact of Advice for People with Debt Problems.

66 Money Advice Service. 2012. Debt Advice in the UK

67 Money Advice Service. 2013. Personalising the debt sector - A segmentation of the over-indebted population
68 1bid.

69 Friends Provident Foundation. 2010. The Impact of Independent Debt Advice Services on the UK Credit
Industry

0 Summers, B., Read, D. and Fylan, F. (2005) Literature in the Areas of Behavioural Economics and Psychology
Relevant to the Understanding of an Individual’s Propensity to Engage with their Creditors

71 Behaviorlab, Hyperbolic Discounting (no date)
72 MAS debt interventions. 2015. Research debrief (unpublished)
73 The Centre for Social Justice. 2015. Future finance - A new approach to financial capability
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indicators that these individuals are already in arrears, falling behind on bills or experiencing
creditor action’. Women are more likely than men to view their debts as being serious’.

On the other hand, people can suffer from a pessimism bias and prefer to “bury their heads
in the sand” in relation to their financial situation’® as they do not believe it can be improved.

Secondly, people frequently seek professional advice at a late stage, after a significant
period of trying to manage their debts on their own (e.g. looking for a debt consolidation loan
or contacting their creditors)’”. Half of the people who recognise they are over-indebted wait
a year or more before they actually seek advice, at which point their debt is often much
harder to deal with78,

3.1.2 Knowledge of debt solutions

Awareness of the existence of debt solutions

Over-indebted people typically have poor knowledge of what debt solutions are available
to them. The Money Advice Service estimated that 44 per cent of the over-indebted
population did not know about the debt solutions available to them?®. To some extent, the
issue is due to the multitude of debt solutions available to customers. London Economics
remarked that the English and Welsh system contains a very high number of possible
solutions compared to Germany, Sweden or France®, while the Money Advice Trust reports
that the debt landscape is much simpler in Scotland than in the rest of the UK®1,

Because they do not always have complete or relevant information about the options
available to them, over-indebted people may not be able to make informed choices when
selecting debt solutions. The FCA states that they are unlikely to ‘shop around’ for help with
debt and are more likely to engage with the first organisation they contact (or that contacts
them)®82. The search for a debt solution is often characterised by distress or by a sense of
urgency®3. Consequently, there is little evidence of over-indebted individuals “shopping
around” to gather information on different advice services or debt solutions®*.

Bankruptcy is the most well-known debt solution. The majority of the population (even
individuals who have not gone through a bankruptcy) are aware of bankruptcy. Interviews
with stakeholders also suggested that there is also reasonable awareness of DMPs, due to
them being heavily advertised, although other solutions are not commonly known8®. Annex
2.1.1 provides further information on awareness of DROs, AOs, DMPs and Debt
consolidation.

7 |IFF Research. 2011. User Needs from Debt Advice: Individual and Stakeholder Views
5 Legal Services Research Centre. 2007. Assessing the Impact of Advice for People with Debt Problems

6 personal Finance Research Centre, University of Bristol. 2009. An independent review of the fee-charging
debt management industry

7 bid.

8 The Centre for Social Justice. 2015. Future finance - A new approach to financial capability

7 Money Advice Service. 2013. Personalising the debt sector - A segmentation of the over-indebted population
80 London Economics. 2012. Study on means to protect consumers in financial difficulty

81 Money Advice Trust. 2015. Evolving our debt options to meet new challenges

82 Financial Conduct Authority. 2015. Quality of debt management advice

83 Financial Conduct Authority. 2014. Consumer Credit Research: Payday Loans, Logbook Loans and Debt
Management Services

84 CMA. 2014. Problem debt.
85 |CF interviews with stakeholders
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Perceptions of debt solutions

Debt remains a taboo, and seeking advice is associated with failure in the minds of many®s.
This can also be a barrier preventing people from looking for a debt solution. Indeed,
according to the CSJ, more than 40 per cent of people struggling with serious debt issues
worry about the stigma attached to seeking advice and solutions®’. Another survey from IFF
Research showed that 32 per cent of over-indebted people are worried that other people
think that their money difficulties are all their own fault; 26 per cent are too embarrassed to
discuss their financial situation®.

Bankruptcy was particularly affected by stigmatisation. According to the FCA, many people
associate going bankrupt with ‘giving up’ and ‘losing face’ and believe that it is shameful and
immoral to go down this route®®. A survey conducted by This is Money in 2010 found that
only 18 per cent of respondents thought bankruptcy was nothing to be ashamed of®°.

Several sources also described perceptions of other debt solutions, which are summarised
below and described in more detail in Annex 2.1.2:

m  DRO: DROs are generally well-regarded and enable individuals to avoid the expense of
a formal bankruptcy®!.

m Trust Deed: Trust Deeds also tend to be well-regarded, as they enable individuals to
avoid the expense, formality and stigma of formal sequestration in Scotland®?.

m TPP: TPPs are commonly well-regarded by over-indebted people. As the Money Advice
Trust observed, TPPs are often seen as the “least worse option”?:.

m Debt consolidation: Some people perceive debt consolidation as an effective way of
dealing with debt. It is seen as a flexible method that does not affect credit ratings and
allows the over-indebted person to stay in complete control of their finances®. However,
individuals who have already undergone debt consolidation feel that it does not put a
stop to the cycle of debt and that it takes a lot of willpower and self-discipline to
successfully manage debt issues with a consolidation loan9.

m Informal arrangements with creditors: Informal arrangements are popular among the
over-indebted population®.

86 MAS debt interventions. 2015. Research debrief (unpublished)
87 The Centre for Social Justice. 2013. Maxed out - Serious personal debt in Britain
88 |FF Research. 2011. User Needs from Debt Advice: Individual and Stakeholder Views

89 Financial Conduct Authority. 2014. Consumer Credit Research: Payday Loans, Logbook Loans and Debt
Management Services

9 This is Money. 2010. Debt and bankruptcy 'no longer shameful’

91 Financial Conduct Authority. 2014. Consumer Credit Research: Payday Loans, Logbook Loans and Debt
Management Services

92 Citizens Advice. 2015. What options are there for dealing with debt
93 Money Advice Trust. 2015. Evolving our debt options to meet new challenges

94 Financial Conduct Authority. 2014. Consumer Credit Research: Payday Loans, Logbook Loans and Debt
Management Services

% Ibid.
% |bid.
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Information on debt solutions

For those unable (or unwilling) to access face-to-face or telephone advice, several
organisations make information and/ or advice on the different debt solutions available
online.

Examples include: Money Advice Service, National Debtline, CAB and StepChange. The
latter provides a debt remedy tool that helps people work out which solution is in their best
interest. In Scotland, two recent initiatives help people discover what options are available to
them: (i) the Financial Capability E-learning Module, combining debt advice and financial
advice®’; and (ii) the Balance Your Budget campaign, raising awareness of the Scotland’s
Financial Health Service website and helpline, which signpost users to bodies offering
information and advice on debt, managing money, saving and financial education®s.
However, there are several key problems that may limit how well these information sources
help people®:

m free-to-client services have a limited budget for communicating information and online
searches on debt typically promote fee-charging websites over free-to-client ones;

m websites do not contain all the necessary information on debt solutions and should
be used only as a starting point. Many people need a professional debt adviser as they
are not able to self-manage themselves!®; and,

m individuals who lack internet access are inherently excluded from online information.

3.1.3 Specific groups whose needs are not met at the Awareness stage

Some specific groups of people are less aware of debt advice, or are less likely to seek it.
MAS reported that young people are more likely to be in debt, but do not necessarily
actively seek advice0!, with similar findings found by the CSJ in its 2013 study2,

Some other groups are also less likely to seek advice:
m  MAS reported that men are less likely than women to seek advice%3,

m A study by Disney, R. et al. found that ethnic minorities, the socially excluded and
people who lack basic literacy and numeracy skills may be less likely to seek advice for
cultural and educational reasons1%4,

MAS acknowledges the existence of particular barriers to seeking advice in its study, in
particular for poorer households® who are more likely to prefer face-to-face advice as
well as ethnic minorities who would rather communicate in their native language%. The
CSJ reported that most research has failed to recognise that poor households have different
preferences in accessing debt advicel®’,

97 Money Advice Trust. 2015. Evolving our debt options to meet new challenges

9 The Scottish Government. 2016. New year debt campaign launched

9 |CF interviews with stakeholders.

100 |CF interviews with stakeholders.

101 Money Advice Service. 2012. Debt Advice in the UK

102 The Centre for Social Justice. 2013. Maxed out - Serious personal debt in Britain

103 Money Advice Service. 2012. Debt Advice in the UK

104 Disney, R., Bridges, S. and Gathergood, J. (2008), “Drivers of Over-Indebtedness”, a report to BERR.
105 Defined as having incomes of less than half the UK average.

106 Money Advice Service. 2012. Debt Advice in the UK

107 The Centre for Social Justice. 2015. Future finance - A new approach to financial capability
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Prisoners were also identified as another group that can struggle to access debt advice
services. This was confirmed in research from the LSRC who explained that slower access
and communication arrangements, prevented prisoners from accessing advice1%.

3.2 Identification

In the “Identification” stage, the over-indebted individual attempts to find a suitable solution
for their situation and identifies their preferred option.

The literature focuses mainly on the difficulties of over-indebted people in finding a solution
through advice and not through their own means (e.g. online research, friends, etc.).

Barriers that prevent over-indebted people from identifying a suitable solution fall into
several categories:

= knowledge gaps;

m provider practices;

m rejection of advice given; and
m exclusion from debt solutions.

These barriers are described further below.

3.2.1 Knowledge gaps

FCA rules require for-profit debt management firms to make customers aware that free debt
advice is available%, This is important, as fee-charging service providers do not always
offer the full suite of solutions.

However historically, fee-charging providers have not always mentioned the availability
of free debt services and over-indebted people have not always been informed of the
existence of other debt solutions beyond the ones they are considering!1. Evidence from an
R3 study is provided in Annex 2.2.1. However, since the FCA’s thematic review, most debt
management companies have been through a formal authorisation process which is likely to
have reduced these practices.

The market for debt solutions is characterised by asymmetric information, with debt
solution providers being more financially aware than debtors. Thus, people might find it
difficult to understand the explanations provided by their debt advice provider (e.g. pros and
cons of different debt solutions)?t,

This is exacerbated by the fact that debtors may suffer from considerable stress by the time
they get an appointment with a debt advice service, making it more difficult for them to
understand the information provided and impairing their ability to make sound decisions''2,

Evidence suggests that debtors often do not challenge the information given to them by
providers. The FCA noted that many of those who visit a debt advice service experience a

108 | egal Services Research Centre, November 2008. Money Advice Outreach Evaluation: Qualitative Outcomes
for Clients

109 Financial Conduct Authority. 2015. Quality of debt management advice

110 Financial Conduct Authority. 2014. Consumer Credit Research: Payday Loans, Logbook Loans and Debt
Management Services

111 Money Advice Service. 2012. Debt Advice in the UK
112 CMA. 2014. Problem debt.
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similar feeling as when they visit the doctor: they feel they have no reason to doubt what
they are told13,

3.2.2 Provider practices

Mis-selling and other poor practices that exist in the debt advice market can make it difficult
for over-indebted people to understand the debt solutions available to them and determine
which one is right for them.

Mis-selling

Poor practice, involving mis-selling of debt solutions, can also make it difficult for over-
indebted people to understand the debt solutions available and to identify which one is right
for them. A research study commissioned by the BBA in 2010 identified poor practice in the
debt management sector, particularly involving fee-charging DMCs114, The OFT also
identified examples of fee-charging DMCs offering the most profitable solution for them,
rather than the solution that best met the needs of the consumer.1*®> For example, IVAs and
DMPs might be promoted at the expense of less lucrative debt solutions such as
bankruptcy, DAS schemes or informal arrangements with creditors.

Mis-selling takes various forms!1¢ (for more details on each form, please see Annex 2.2.2):
m false advertising;

m lack of transparency;

m pressure selling; and

m product bundling'’.

Another study was undertaken by the FCA in 2015, which reviewed the core services
offered by a sample of eight debt management firms (including fee-charging and free-to-
customer firms). The research revealed that only around 20 per cent of the advice cases
across these firms were assessed as posing a low risk of harm to customers while around
50 per cent were assessed as posing a high risk of harm to customers!18,

According to DEMSA, complaints were made against DEMSA members for less than two
per cent of DMPs managed by these companies in 2011. The major reasons behind the
complaints included: poor customer service, misconceptions around expected savings,
higher than anticipated interest rates and charges and debt not being written off as initially
pitched?!1d,

Since the FCA’s thematic review of the quality of debt management advice, most debt
management companies have been through a formal authorisation process which is likely to
have reduced the practices mentioned in this section.

113 Financial Conduct Authority. 2014. Consumer Credit Research: Payday Loans, Logbook Loans and Debt
Management Services

114 BBA. 2010. A New Model for Dealing with Personal Debt
115 Office of Fair Trading, 2010. Debt management guidance compliance review

116 Financial Conduct Authority. 2014. Consumer Credit Research: Payday Loans, Logbook Loans and Debt
Management Services

117 Unwanted products bundled with the debt solution without the customer asking for it or even realising
118 Financial Conduct Authority. 2015. Quality of debt management advice
119 Debt Managers Standards Association. 2012. Fee Charging Debt Management Market Assessment
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Assessment of circumstances

Another problem relates to the fact that debt advice providers are not always thorough
enough when assessing debtors’ personal circumstances or their financial position.
Before providing debt advice, debt advice providers are required to'20;

m carry out a reasonable and reliable assessment of the customer’s personal
circumstances (e.g. reasons for financial difficulty and foreseeable changes in the
customer’s circumstances); and,

m carry out a reasonable and reliable assessment of the customer’s financial position (e.qg.
disposable income, expenditure).

Evidence from the FCA*!

The FCA conducted a review of the quality of debt management advice, using a sample
of eight firms of varying sizes and business models. The main findings are as follow:

m In most firms considered, staff did not adequately review aspects of customers’
circumstances and failed to ask about expected changes in circumstances (e.g.
retirement, children approaching school leaving age).

m In all firms considered, staff failed to assess customers’ financial positions in a
thorough manner. The quality of the assessment was lower for fee-charging services
than for free-to-client services. For example, staff did not ask whether debtors had
any assets or about possible frequent variations in income or expenditure.

= Many firms did not request documentation to check their customers’ income and
outgoings. Even when they did, the documentation was not always reviewed. This
finding is in accordance with that of R3, according to which 22 per cent of people in a
DMP say their debt advice provider did not ask to see proof of income or expenditure
before their plan began?2.

Another issue concerning the assessment of debtors’ personal circumstances and financial
situation relates to the fact that some debt advice providers encourage debtors to lie about
or manipulate their personal information. These practices can have negative impacts, as
they might prevent customers from identifying the solution that is best suited to for their
needs and allow them to commit to payments they cannot realistically afford or to low and
long-term repayment 123,

3.2.3 Rejection of suitable solution(s)

Despite the high levels of satisfaction with debt advice services?*, not all over-indebted
people choose to follow the advice given. According to one stakeholder, over-indebted
people do not always follow the advice provided'?5. This is confirmed by a study by MAS

120 |pid.
121 Financial Conduct Authority. 2015. Quality of debt management advice
122 R3. 2010. Debt Management Plans

123 Financial Conduct Authority. 2014. Consumer Credit Research: Payday Loans, Logbook Loans and Debt
Management Services

124 |IFF Research. 2011. User Needs from Debt Advice — suggests that 74 per cent of persons seeking advice
declare themselves “satisfied” or “very satisfied” with the services they receive

125 |CF interviews with stakeholders.

24



Review of the literature concerning the effectiveness of current debt solutions

ICF

INTERNATIONAL

showing that over-indebted people do not always take up the debt solution that was
recommended to them?26.

The box below shows that for most debt solutions, the majority of over-indebted people did
not follow the advice and recommendations provided. Only for IVAs and DMPs did the
majority of advice-seekers follow the advice provided. The main reasons cited for not
following the advice of the provider included: not perceiving the options to be appropriate to
their situation; and feeling pressured into enter into an agreement.

Evidence from Money Advice Service study?’
YouGov conducted a survey of over-indebted people seeking advice. The main findings
are as follows:

Of those recommended to declare themselves bankrupt, 50 per cent did not do so.
Of those recommended to set up a DRO, 58 per cent did not do so.

Of those recommended to set up an IVA, 32 per cent did not do so.

Of those recommended to set up a DMP, 28 per cent did not do so.

Of those recommended to set up a debt consolidation, 54 per cent did not do so.
Of those recommended to set up a debt write off, 73 per cent did not do so.

The rest of the solutions were not examined by the study.

Evidence also suggests that debtors are influenced by the stigma attached to bankruptcy
and IVAs. According to several sources, a proportion of debtors who are best suited to
bankruptcy or an IVA reject these options and opt for an alternative solution (with women
being more prone to ignore suitable debt solutions due to stigmal28). This can cause the
length of their repayment period to become five times longer!2,

The FCA remarked that some advisers reinforce customers’ misconceptions of bankruptcy,
even though bankruptcy is in the customers’ best interest. To do so, advisers do not present
certain information or give undue emphasis to the disadvantages and risks of bankruptcy,
while over-emphasising the advantages of other solutions?0,

3.24 Actual exclusion from debt solutions (based on eligibility criteria)

Some groups of over-indebted people are effectively excluded from all formal debt solutions
and are therefore limited to informal solutions. For example, people who have less than £50
disposable income per month and have debts of more than £20,000 are excluded from all
formal solutions except bankruptcy. Therefore if they cannot or will not accept bankruptcy
(i.e. due to the fees charged or the stigma associated with bankruptcy), the only option is an
informal solution which offers no statutory protection.

126 Money Advice Service. 2012. The effectiveness of debt advice in the UK
127 Money Advice Service. 2012. The effectiveness of debt advice in the UK
128 Going Debt Free. 2012. Avoiding Viable Debt Solutions Due to Debt Stigma
129 |pid.

130 Financial Conduct Authority. 2015. Quality of debt management advice
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Additional evidence was found in the literature in relation to exclusion from specific debt
solutions and is described below:

m Several documents highlighted problems with the eligibility criteria for DROs. It was
found that the previous criteria were too restrictive!®! and stakeholders welcomed the
changes that increased the debt and asset limits in 2015132,

m A couple of sources noted that the rules for AOs are too restrictive (i.e. a consumer
must have a County Court or High Court judgment, total debts of no more than £5,000
and at least two debts). According to the Money Advice Trust, the average amount of
debt is often substantially higher than £5,000, which therefore exceeds the eligibility
criteria for AOs1%,

3.2.5 Specific groups whose needs are not met at the Identification stage

The preceding section reported that some groups are effectively excluded from all debt
solutions as they do not meet eligibility criteria. Poorer households are particularly likely to
struggle to identify a debt solution due to high fees and a lack of income or savings. For
example, they may fall into the group described above who have less than £50 disposable
income per month and debts of more than £20,000.

In addition, some sources have looked into the problem of “perceived” exclusion. A study by
the University of Bristol listed the types of over-indebted people whose needs are not met by
current debt solutions. For example, homeowners consider they have fairly limited options
if they do not want to risk losing their home. Furthermore, the research found that ethnic
groups may not be reached by current debt solutions for reasons of language or culture, as
different ethnic groups can have different attitudes to borrowing and debt. For example, it is
relatively common for the Turkish population to borrow money from peers, resulting in
greater informal lending34,

The FCA acknowledges the necessity of having effective policies and procedures to identify
vulnerable people and deal with them accordingly?3®. It defines three groups of vulnerable
people: i) people with recent, significant medical problems; ii) people with difficulties
understanding financial or legal issues; and iii) people with recent bereavements or
relationship issues that contributed to their debt problem. It reported that firms generally
have some sort of vulnerable consumer policy although not all of them put these into
practice.

3.3 Arrangement

In the “Arrangement” stage, the over-indebted individual has identified which debt solution
they want and attempts to enter into it (either with or without assistance from a debt advice
service).

131 Department for Business, Innovation and Skills. 2015. Insolvency Proceedings: Debt relief orders and the
bankruptcy petition limit — Call for evidence

132 R3. 2015 Bankruptcy and Debt Relief changes — R3 comments

133 Money Advice Trust. 2015. Evolving our debt options to meet new challenges
134 University of Bristol. 2014. The over-indebtedness of European household

135 Financial Conduct Authority, June 2015. Quality of debt management advice
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3.3.1 Main barriers in arranging a debt solution

Several barriers can prevent over-indebted people from entering into their preferred debt
solution. The most commonly mentioned barriers in literature include:

= unaffordability of fees;
m creditors’ refusal to accept debtors’ offers;

m delays and other problems in the application process; and,

There can also be poor communication at (and after) the application phase, which can lead
to problems later.

These issues are described further below.

Unaffordability of fees

Fees vary significantly between debt solutions. Some solutions are free of charge, while
others cost significant sums. The fees for each debt solution can be found in Annex 2.3.1.

For those debt solutions that are not free of charge, unaffordability of fees is a common
barrier preventing individuals from accessing them. As a result, individuals may delay
entering the debt solution, or may seek another, cheaper solution (most of the informal
solutions are available free of charge).

Specific affordability issues are described below for some of the different debt solutions:

m Several sources raise concerns that some individuals are not able to declare
themselves bankrupt because they cannot afford to do so. Bankruptcy can cost up to
£680 and the cost cannot be paid in instalments. The issue of affordability is less in
Scotland as fees for sequestration are much lower and can be paid in instalments'36.

= One source pointed out that even though DROs cost only £90 to set up, individuals
sometimes struggle to afford them?37.

m Issues around affordability of IVAs were reported by two sources. IVAs are relatively
expensive, while insolvency practitioners may require payment of fees up-front!3,
Research from the Debt Resolution Forum suggests that individuals who are more likely
to be able to afford IVAs are likely to be income rich and asset poor®3°.

m Fee-charging DMP providers tend to charge high upfront fees, which effectively extend
the duration of the DMP40, There is also evidence that in some instances, monthly
management charges paid to DMP providers can exceed the amount distributed to
creditors4L.

Further evidence in relation to each debt solution can be found in Annex 2.3.1.

136 Money Advice Service. 2015. Options for clearing your debt

137 Department for Business, Innovation and Skills. 2015. Insolvency Proceedings: Debt relief orders and the
bankruptcy petition limit — Call for evidence and Citizens Advice Bureau. 2014. Debt relief orders and the
bankruptcy petition limit. (Citizens Advice response)

138 National Debtline. 2015. 10 ways to clear your debt

139 The Debt Resolution Forum. 2012. Debt Resolution in the UK
140 Citizens Advice. 2015. Debt solutions

141 Citizens Advice. 2015. Debt solutions
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Creditors’ refusals to accept debtors’ offers

Creditors can refuse debt solutions proposed by their debtors. Research with advice
agencies revealed that some creditors will initially reject solutions presented directly by a
debtor but will then accept an identical solution proposed by a debt advice agency. 142 This
can cause significant frustration for debtors, who report several issues on the creditors’
sides, such as a refusal to listen, unreasonableness, a failure to recognise the debtor’s
financial position, and a failure to recognise that other creditors also have to be paid3.

The rejection of offers is particularly common amongst IVAs'44 and informal debt solutions14°
and creditors regularly attempt to increase the repayment amounts. Similarly, according to
the Friends Provident Foundation, some creditors will also renegotiate higher repayments
very shortly after setting up a DMP146,

Further findings on the different debt solutions are provided in Annex 2.3.2.

Delays and other problems in the application process

Delays in the application process can prevent individuals from accessing their preferred
debt solution. Delays can be caused by many factors including: long waiting times between
the start of a plan and pro rata contributions being made to the plan!4’; and the intrinsic
length of the court process8. According to CAB, credit reports can take a very long time to
arrive in the case of a DRO application!4°. Sometimes, delays are so long that the amount of
debt has increased during the period waiting for the reports and the consumer is no longer
eligible for a DRO.

Our stakeholder interviews indicated that another barrier that may prevent debtors from
arranging a debt solution is the quantity of information required to set up the solution10,
Stakeholders indicated that people can feel the questions asked are intrusive or difficult to
answer, which could deter them from completing the application process or encourage them
to choose another debt solution for which less information is needed.

Poor communication around the application process

According to the FCA, the process of setting up a formal solution such as an IVA or a DAS
is straightforward once a debt management company is involved, regardless of whether it is
free-to-client or fee-charging'®!.The same is true for individuals setting up a DMP or another

142 Friends Provident Foundation. 2010. The Impact of Independent Debt Advice Services on the UK Credit
Industry and University of Bristol. 2014. The over-indebtedness of European household

143 Warwick Institute for Employment Research. 2014. The long-term impact of debt advice on low income
households YEAR 1

144 Insolvency Service. 2009. IVA Protocol Review

145 Money Advice Trust. 2012. Sustaining debt repayments - Experiences of people in informal repayment
arrangements

146 Friends Provident Foundation. 2010. The Impact of Independent Debt Advice Services on the UK Credit
Industry

147 Debt Managers Standards Association. 2012. Fee Charging Debt Management Market Assessment

148 University of Bristol. 2014. The over-indebtedness of European household

149 Citizens Advice Bureau. 2014. Debt relief orders and the bankruptcy petition limit. (Citizens Advice response)
150 |CF interviews with stakeholders.

151 Financial Conduct Authority. 2014. Consumer Credit Research: Payday Loans, Logbook Loans and Debt
Management Services
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informal arrangement: 83 per cent of individuals with an informal agreement find it easy to
set up their arrangementt52,

However, there can also be poor communication during the arrangement process that leads
to negative impacts later on. The FCA highlighted the issue of poor communication after the
DMP or IVA is set up and the paperwork sent back'%3. This issue is exacerbated by the fact
that many people just want to hand over their debt problems to the debt advice company
and therefore have little interest in understanding how the solution is reached?%4,

Sometimes, consumers receive paperwork but are not informed of what happens next!%5.
Similarly, some consumers are not kept in the loop about the negotiation process with their
creditors undertaken on their behalf'%6.

Another problem is the lack of clarity of explanations, particularly for consumers of fee-
charging services: some consumers believe they have signed up for one debt solution when
they have in fact signed up for another®®?; others are unaware of details such as the length
of arrangements or the level of fees%8.

3.3.2 Specific groups whose needs are not met at the Arrangement stage

Poorer households encounter difficulties in arranging a debt solution due to high fees. The
University of Bristol reported that access to help is linked to income: households with lower
incomes lack access to solutions?®®°,

3.4 Maintenance

In the “Maintenance” stage the individual has to comply with the terms of the arranged debt
solution.

3.4.1 Main barriers associated with maintaining a debt solution

There are several difficulties associated with maintaining a debt solution. Those most
commonly mentioned in literature include:

®m unsustainable arrangements;
m change in situation; and,

m lack of information, support and poor practice.

152 Money Advice Trust. 2012. Sustaining debt repayments - Experiences of people in informal repayment
arrangements

153 Financial Conduct Authority, April 2014. Consumer Credit Research: Payday Loans, Logbook Loans and Debt
Management Services

154 |FF Research. 2011. User Needs from Debt Advice: Individual and Stakeholder Views.

155 Financial Conduct Authority, April 2014. Consumer Credit Research: Payday Loans, Logbook Loans and Debt
Management Services

156 Money Advice Trust. 2012. Sustaining debt repayments - Experiences of people in informal repayment
arrangements

157 Financial Conduct Authority. 2014. Consumer Credit Research: Payday Loans, Logbook Loans and Debt
Management Services

158 Money Advice Trust. 2012. Sustaining debt repayments - Experiences of people in informal repayment
arrangements

159 University of Bristol. 2014. The over-indebtedness of European household
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These barriers are described further below.

Unsustainable arrangements

The most commonly cited problems relating to maintaining a debt solution relate to the
sustainability of the solution. The terms of the arrangement are not always appropriate, with
repayment plans being set at unsustainable levels. This could either be because the
amount of the monthly repayments is excessive and not affordable or that the length of
time over which the debt is to be repaid is too long.

A recent study from the National Debtline suggested that some IVAs fail because the
repayment plan agreed is too high'®. The University of Bristol revealed evidence that some
of the DMP repayment plans arranged by fee-charging companies are not affordable!®?, In
addition, a study from R3 indicated that 46 per cent of insolvency practitioners surveyed had
withessed DMPs fail because the monthly payments were not affordable, and 40 per cent
reported having seen DMPs fail because the repayment timescale was not realistic1%2. The
Money Advice Trust found that such an extended repayment period was preventing people
from keeping up with their payments13,

A study from the Money Advice Trust estimated that among respondents who had cancelled
their arrangement before the end, more than half mentioned they could no longer afford to
keep up with repayments'64. The same research suggested that there is a higher failure rate
for arrangements from fee-charging services!6s.

Some people are also prevented from maintaining their solution because of the additional
monthly fees requested by fee charging providers. For example, a University of Bristol
study indicated that in some cases, consumers were not even aware of such fees, while
others were aware of the fees but did not know the exact amount before receiving their first
statement16.

Debts can also become unsustainable in cases where interest and/or charges continue to
be applied, so that the outstanding debt increases. For instance, with DMPs, creditors
cannot be forced to freeze interest, therefore the debt will continue to increase over time167 if
monthly payments are small.

Failure rates vary between debt solutions, with DMPs and IVAs having relatively high failure
rates. For example:

m IVA: The CSJ estimated that one in four IVAs has failed in the past 20 years. The main
reason for this is an inability to keep up with the repayment plan?8.

m  DMP: Several studies have researched reasons for the failure of DMPs. A study by the
FCA declared that self-negotiating arrangements often result in unsustainable plans,

160 National Debtline. 2015. 10 ways to clear your debt

161 personal Finance Research Centre, University of Bristol, June 2009. An independent review of the fee-
charging debt management industry

162 R3. 2010. Debt Management Plans

163 Money Advice Trust. 2012. Sustaining debt repayments - Experiences of people in informal repayment
arrangements

164 Money Advice Trust. 2012. Sustaining debt repayments - Experiences of people in informal repayment
arrangements

165 |pid.

166 personal Finance Research Centre, University of Bristol, June 2009. An independent review of the fee-
charging debt management industry

167 National Debtline. 2015. 10 ways to clear your debt
168 The Centre for Social Justice. 2013. Maxed out - Serious personal debt in Britain
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which in turn led to some people going bankrupt!®. Arrow Global and MAS reported that
DMPs terminate before the end when debtors can no longer afford repayments1?°, Arrow
Global further explained that this can be due to a change in situation (for instance
relationship breakdown or fluctuating earnings)'’%. Several interviews with stakeholders
also pinpointed the length of DMPs as an important barrier to reaching the end. People
are generally quite good at keeping repayments for the first few years, but chances of
reaching the end were estimated at 30-40%?*72.

Change in situation

Changes in consumers’ situations can also create difficulties for them. The LSRC found that
some people are unable to maintain their payments following a change in their financial or
employment status’. In other instances, a change in situation can lead to the debt solution
not being appropriate or available anymore.

This was found to be the case for DROs in particular. With a DRO, if a client’s disposable
income surpasses the £50 threshold in the 12 months of a DRO, it will be cancelled'’4. R3
reported that the prospect of a DRO being cancelled acts as an important disincentive to
seeking employment or better-paid work. It was also recognised to discourage individuals
from notifying the Official Receiver of changes in circumstances!’>.

With some solutions, it is also possible for creditors and/or debt management companies to
change the terms of repayment (e.g. length of solution, payment schedule). The new terms
may or may not be suitable for the individual. For example:

m [VA: R3 reported that 17 per cent of people with an IVA saw their monthly payments
increased and the same proportion experienced an increase in the length76,

= DMP: A survey conducted by R3 showed that for 17 per cent of people with a DMP, the
length of the plan had increased. In addition, 21 per cent reported an increase in the
monthly amount due and 9 per cent mentioned an increase in the interest ratel?”.

Lack of information, support and poor practice

Other key difficulties relate to a lack of information and support in relation to debt solutions
as well as poor practice operated by providers.

Some studies reported a lack of support (i.e. ongoing advice) once the solution was
arranged. For example, a study from IFF Research for MAS described the disappointment
of some individuals with the lack of follow-up contact!’®. Those individuals reported a need

169 Financial Conduct Authority, April 2014. Consumer credit and consumers in vulnerable circumstances

170 Arrow Global, December 2013. Working together: understanding motivation and barriers to engagement in the
consumer debt marketplace and Money Advice Service. 2012. Debt Advice in the UK

171 Arrow Global, December 2013. Working together: understanding motivation and barriers to engagement in the
consumer debt marketplace

172 |CF interviews with stakeholders.

173 Legal Services Research Centre, November 2008. Money Advice Outreach Evaluation: Qualitative Outcomes
for Clients

174 Citizens Advice Bureau, October 2014. Debt relief orders and the bankruptcy petition limit. (Citizens Advice
response)

175 R3. 2014. The Personal Insolvency Landscape - A way forward for formal debt relief
176 |bid.

177 R3, April 2010. Debt and insolvency: the full picture.

178 |FF Research. 2011. User Needs from Debt Advice: Individual and Stakeholder Views.
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for reassurance as well as encouragement to stay motivated and committed to their debt
repayment plan.

Several studies reported that consumers can find maintaining a DMP difficult because of a
lack of transparency and information about their arrangement. Consumers reported that
a debt management company often kept them apart from negotiations with creditors, and as
a result they had little knowledge of payment structures or amounts'?®, Individuals were not
aware of when payments to creditors would start, and whether creditors would agree to
freeze the interest on debts. The University of Bristol also reported that some consumers
were frustrated that they were not automatically provided with information on the
outstanding balances owed to individual creditors1€,

Poor practice with regard to creditors not being paid or being paid late is also a key issue.
The FCA raised concern around creditors not being paid resulting in the individual being
caught between the creditors and the debt management company?8!. R3 reported that 15
per cent of individuals in a DMP experience late payments made to creditors!,

3.4.2 The extent to which the solution meets the needs of over-indebted people
The needs of over-indebted people can be separated into two categories:
m financial needs; and
= non-financial needs such as physical and mental health.

There is evidence that debt advice helps to meet the financial and non-financial needs of
over-indebted people. However, there is a lack of evidence on whether debt solutions
themselves help to meet the needs of over-indebted people. Most debt solutions (see
Section 1.2.3) are accompanied by some advice, and it is unclear whether they offer
benefits over and above the benefits that advice delivers.

The extent to which the solution meets individuals’ financial needs

Seeking advice improves the financial and debt situation of over-indebted people. For
instance, a study by the CMA found that 76 per cent of people reduce or clear at least some
of their debts within six months of receiving advice83. The CSJ found that people who seek
debt advice are twice as likely to have their debts become manageable within 12 months
compared to those who do not!84, In addition, MAS highlighted that for people who do not
seek advice, it takes on average three additional months for the debt to become
manageable in comparison with people who seek advice'®®. In terms of the type of advice,
one source mentioned that both free-to-client and fee-charging services are effective in
helping people improve their financial situation's,

Research findings also suggest that some debt solutions successfully meet the needs of
most over-indebted people in terms of their financial and debt situation. A survey from IFF

179 |Legal Services Research Centre, November 2008. Money Advice Outreach Evaluation: Qualitative Outcomes
for Clients

180 personal Finance Research Centre, University of Bristol, June 2009. An independent review of the fee-
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Management Services
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Research was conducted in 2011 with over-indebted individuals, which showed that most
respondents (71 per cent) believe that the solutions received helped to reduce their debt. A
survey from BIS conducted in 2015 showed that 96 per cent of respondents state that
without a DRO, they would not be able to deal with their debts®’. In addition, the University
of Bristol undertook face-to-face depth interviews with customers of fee-charging debt
management companies and found that most of the participants believed that their financial
situation had improved since they had taken a DMP. They also suggested that despite
struggling occasionally, they were able to keep up with the DMP repayments and other
bills188,

People with a debt solution are also less likely to experience unwelcome creditor conduct,
such as penalties and charges, refusal to accept partial payments, and notices of legal
action®. However, statutory protection from creditors is only a benefit for formal debt
solutions and does not tend to extend to informal solutions.

The extent to which the solution meet non-financial needs

Non-financial needs include wider needs such as improved physical or mental health. Again,
there is a general consensus that seeking advice can have a positive impact on the needs
of over-indebted people. People feel less stressed and anxious after seeking advice. A
study by Leeds City Council reported that 67 per cent of debt and money advice users
describe a reduction in stress due to advice received!®®. MAS further found that eight out of
ten people who have received debt advice feel less stressed or anxious and more in control
of their life®l. Receiving advice is particularly beneficial for people with long-term health
issues such as depression and anxiety92.

There is also evidence to suggest that seeking advice has a positive impact on physical
well-being and relationships with friends and family. For instance, one study reported that 41
per cent of CAB consumers see an improvement in their health after using the service!®s.
The LSRC has identified additional positive impacts of debt solutions and suggested that
transferring the responsibility for dealing with creditors to a debt management company
provides individuals with breathing space. This allows them to deal with the underlying
problems that have led them into debt in the first place; including for instance domestic
violence, relationship breakdown, etc.1%4,

However, it remains unclear whether solutions themselves improve physical and mental
well-being. CAB and BIS reported that 95 per cent and 99 per cent, respectively, of DRO
holders surveyed believe that the DRO has improved their mental health. However,
research by R3 found that many people (in DMPs, IVAs, DROs and those who filed for
bankruptcy) also reported experiencing pressure, as well as threatening behaviour from
creditors!®,

187 Department for Business, Innovation and Skills, January 2015. Insolvency Proceedings: Debt relief orders and
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191 Money Advice Service. 2015. Best ways to pay off your debts
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Evidence from an R3 study is provided in Annex 2.4.1.

The extent to which the solution addresses the underlying causes of over-indebtedness

There is conflicting evidence on the extent to which debt advice and debt solutions address
the underlying causes of over-indebtedness. ICF’s analysis has identified a positive impact
on money management skills including organisation, budgeting and prioritisation. For
instance, the LSRC found that the central benefit of debt advice is an increased
understanding of priority and non-priority debts. They also reported that one third of
respondents felt they were able to budget and prioritise better, although one third were
unsure, and a few saw no changes*°t.

However, although the management of finances appears to improve, underlying financial
circumstances are more difficult to address as options for income generation are often
limited!®”. For example, DROs and IVAs are both associated with employment issues, which
may prevent people from seeking better-paid employment and thus restrict their ability to
address the causes of their over-indebtedness*°8.

3.4.3 Specific groups whose needs are not met at the Maintenance stage

The Money Advice Trust found that younger people were more likely to have missed
payments associated with their debt solution. The study concluded that this reflects a lower
motivation among the 18-24 year demographic to maintain debt solutions19°,

Work status is also a statistically significant predictor of difficulties associated with
repayment2%, The Money Advice Trust reported that in households with only one person in
full-time work, or with no one in full-time work, there was an increased likelihood of
respondents finding repayments difficult.

3.5 Closure

Once the individual has fulfilled their obligations towards their creditors, the debt should
have been repaid or written off. After this, the individual should be free of the debt solution.
However, this does not always occur, and when it does it may be that the individual requires
another debt solution shortly afterwards. Additionally, debt solutions can have effects that
impact an individual’'s circumstances over the longer term.

3.5.1 Main barriers to reaching the end of the term

There are several barriers to reaching the end of a debt solution. In addition to those
mentioned in the Maintenance section (Section 3.4), the most commonly mentioned factors
in literature include:

m personal choice; and,

19 | egal Services Research Centre, November 2008. Money Advice Outreach Evaluation: Qualitative Outcomes
for Clients
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199 Money Advice Trust. 2012. Sustaining debt repayments - Experiences of people in informal repayment
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m poor practice.

These are described further below.

Personal choice

Personal choices made by debtors can explain why some debt solutions are not completed
in full. In some cases, the solution might be cancelled by the individuals if they are no
longer happy with the service, if they feel they can manage the debts or if they do not
want to pay the monthly fees anymore.

The Debt Management Standard Association outlined several reasons why consumers may
leave a DMP. One of the reasons was that some consumers feel they can self-administer
their plans to avoid paying the monthly management fees, while others are not happy with
the services provided and decide to switch providers2°l. MAS also highlighted that debt
solutions can positively fail if the debtor finds a more suitable way to pay off their debts or
where a full and final settlement with creditors is reached?°2.

Switching has been raised by several stakeholders during the interviews as one of the key
reasons for people not reaching the end of their solution. Switching can happen if the
person no longer meets the criteria of the current solution, or on a voluntary basis if the
person is not happy with the current solution. However, the literature on the subject is
relatively limited.

Poor practice

ICF’s analysis suggests that another reason for failing to reach the end of a solution arises
from poor practice by debt management companies.

Some cases have been reported where the debt company did not pay the creditors, was
fraudulent, or went bankrupt. MAS described that in a few cases the people interviewed
reported that the debt management company was a fake company, disappeared or went
bankrupt?%3, The University of Bristol further reported that several participants in their study
cancelled their DMPs because their creditors had not been paid or had received late
payments2%4,

As mentioned in previous sections, most debt management companies have been through a
formal authorisation process since the FCA’s thematic review which is likely to have
reduced these practices.

3.5.2 Impacts on individuals’ long-term circumstances

The main financial impact of using a debt solution is that it remains on the credit report of
the over-indebted individual for a period of up to six years. The extent to which each debt
solution impacts debtors’ credit files can be seen in Annex 2.5.1.
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This affects the credit rating of the individual and can restrict future opportunities for the
individual in terms of:

m access to financial services; and

= employment and business opportunities.

Individuals may also experience the loss of personal assets, particularly their home.

Access to financial services

MAS described that the impact of debt solutions on credit ratings makes it more difficult to
open bank accounts, take out loans or access credit?®>. The CMA suggested similar findings
in their 2014 study and went further to acknowledge the difficulties that over-indebted
people have when trying to break free of the debt trap, explaining that these people do not
necessarily have access to the cheapest forms of credit2°6.

Examples of restrictions for different debt solutions are described in detail in Annex 2.5.2.
These examples include restricted access to credit, for six years on average, for people with
formal solutions2°7.

Employment and business opportunities

Taking up a debt solution can negatively impact on employment, by preventing access to
certain types of job as well as business opportunities, especially for the self-employed. For
example, restrictions associated with bankruptcy or DROs mean over-indebted people need
to inform the individuals they do business with about their debt problems, which can
negatively impact their business. However, it was reported that AOs and IVAs should not
impact employment?°8. More specific findings are summarised below and described in more
detail in Annex 2.5.3:

m Bankruptcy: National Debtline reported that bankruptcy may affect employment,
particularly for the self-employed as it might be difficult to continue to trade?®®. The CSJ
found that there is a negative stigma associated with conducting business with
individuals who have been declared bankrupt, and particularly those associated with
undischarged bankruptcy?1°,

m DRO: Individuals are unable to act as company director during the DRO period (without
the leave of the court)2!! London Economics also reported that the DRO process could
negatively impact employment for people working in the financial sector or armed
forces, as well as people working as a solicitor, accountant, or in the police?2,

205 Money Advice Service. 2015. Options for clearing your debt
208 CMA. 2014. Problem debt

207 Department for Business, Innovation and Skills, January 2015. Insolvency Proceedings: Debt relief orders and
the bankruptcy petition limit — Call for evidence; National Debtline. 2015. 10 ways to clear your debt; Personal
Finance Research Centre, University of Bristol, June 2009. An independent review of the fee-charging debt
management industry

208 | ondon Economics. 2012. Study on means to protect consumers in financial difficulty
209 National Debtline. 2015. 10 ways to clear your debt

210 The Centre for Social Justice. 2013. Maxed out - Serious personal debt in Britain

211 R3, 2014. The Personal Insolvency Landscape - A way forward for formal debt relief
212 | ondon Economics. 2012. Study on means to protect consumers in financial difficulty
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Loss of personal assets

Another major impact highlighted in the literature lies in the loss of personal assets,
especially property/homes. London Economics reported that one of the biggest fears of
over-indebted people and one of the largest impacts on their lives is the loss of their
home?%3. This can happen with bankruptcy or a Trust Deed.

Another concern relates to the impact on pensions. Since April 2015, debtors have been
allowed to use their pension money to pay their debts. However, it is unclear what particular
effect this has on the individual’s finances in the long term and on their entitlement to
benefits?14.

3.5.3 The extent to which the solution removes the need for other debt solutions in the future

The majority of people who successfully complet their arrangements do not intend to use
another debt solution in the future and are optimistic they will not need to. Research by R3
indicated that 86 per cent of people with an IVA and 77 per cent of discharged bankrupts
believe they will not need help with their finances in the future2!®, BIS reported that 77 per
cent of people who have a DRO do not intend to use a debt management or insolvency
procedure in the future216,

However, some people reported having difficulties in managing the remaining debts once
the solution was over. PFRC mentioned that consumers who had voluntarily cancelled their
plan because they were unhappy with the services provided were usually worse off as a
result?l’. In addition, some solutions prove to be only temporary or not sufficient, in
particular DMPs and TPPs. R3 reported that people who take a DMP can often end up with
an IVA or bankruptcy in the future2!8, The University of Bristol estimated that around 30 per
cent of individuals in formal solutions have previously been in a DMP219, Friends Provident
Foundation outlined that TPPs are usually agreed for a relatively short period of time and
are then often followed by one or more debt solutions220,

3.54 Specific groups whose needs are not met at the Closure stage

This study found no information on specific groups whose needs are not met by current debt
solutions at the closure stage.

3.6 Comparative assessment of Scotland and the rest of the UK

This section provides a comparative assessment of the effectiveness of debt solutions in
Scotland versus the rest of the UK.

213 |pid.
214 National Debtline. 2015. 10 ways to clear your debt
215 R3, April 2010. Debt and insolvency: the full picture

216 Department for Business, Innovation and Skills, January 2015. Insolvency Proceedings: Debt relief orders and
the bankruptcy petition limit — Call for evidence

217 personal Finance Research Centre, University of Bristol, June 2009. An independent review of the fee-
charging debt management industry

218 R3, 2009. Debt Management Schemes — delivering effective and balanced solutions for debtors and creditors
219 University of Bristol. 2014. The over-indebtedness of European household

220 Friends Provident Foundation. 2010. The Impact of Independent Debt Advice Services on the UK Credit
Industry
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Table 3.1 below shows the debt solutions available in England, Wales, Northern Ireland and
Scotland. As can be seen, bankruptcy (known as sequestration in Scotland) and all the
informal debt solutions are available in the whole of the UK. However, DROs, IVAs and AOs
are offered only in England, Wales and Northern Ireland while DAS and Trust Deeds are
available only in Scotland.

Table 3.1 Availability of debt solutions in England, Wales, Northern Ireland and Scotland

Formal debt solutions England, |Scotland | Informal debt solutions England, |Scotland
Wales, Wales,
Northern Northern
Ireland Ireland
Bankruptcy / sequestration* v v DMP v v
DRO v TPP v v
IVA v Debt consolidation v v
AO v Debt write-off v v
DAS - v Informal arrangements with v v
creditors
Trust deed - v Full and final settlement of v v
debts

* Bankruptcy in Scotland is called sequestration and fees are lower. Bankruptcy costs and fees total
£680 in England and Wales, and £647 in Northern Ireland, while sequestration fees in Scotland are
£200. Minimal Asset Process (MAP) bankruptcy is also available in Scotland with fees of £90%2%. This
is where debts of less than £17,000 that cannot be repaid within a reasonable time are written off.

3.6.1 Awareness

There is a strong emphasis on information diffusion regarding debt advice and debt
solutions in Scotland. The Scottish Government has actively promoted the activity of Money
Advice Scotland and has launched two recent initiatives to help consumers discover what
options are available to them:

m the Financial Capability E-learning Module, combining debt advice and financial
advice???; and

m the Balance Your Budget campaign, raising awareness of the Scotland’s Financial
Health Service website and helpline, which signposts users to bodies offering
information and advice on debt, managing money, saving and financial education?23,

3.6.2 Identification

There are indications that Scottish over-indebted people may find it more difficult to identify
the most appropriate debt solution, compared to their English counterparts. A MAS study
reports that Scottish over-indebted people are less satisfied with the debt advice they

221 stepChange, Bankruptcy costs and fees. Available at: https://www.stepchange.org/debt-info/bankruptcy-
costs-and-fees.aspx

222 |pjd.
223 The Scottish Government. 2016. New year debt campaign launched
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receive, which is usually due to advisers discussing English debt solutions rather than the
relevant Scottish debt solutions??4.

However, debt solutions available only in Scotland have advantages that other solutions do
not share?2s.

m DAS: DAS allows a “breathing space”: which protects consumers by giving them extra
time to pay by stabilising their debt while preventing creditors from taking further
enforcement action. All interest, fees and charges are frozen from the date of application
and written off on completion of the plan. Another positive aspect of DAS is that no
particular amount of debt is required to enter the scheme.

m DAS and Trust deed: These schemes offer substantial protection of equity and assets,
which is particularly important for homeowners.

DAS is so successful that the UK Government is urged by some to launch a consultation on
DAS and extend the scheme across the rest of the UK?25,

Arrangement

Sequestration fees are much lower in Scotland than bankruptcy fees in the rest of the UK?27,
making it easier to declare bankruptcy. The relevant fees are:

m  England and Wales: £680, cannot be paid in instalments.
m  Northern Ireland: £647.

m Scotland: £200, can be paid in instalments.

A Minimal Asset Process (MAP) bankruptcy was introduced in Scotland on 1 April 2015 and
is available to those on low incomes whose debts are between £1,500 and £17,000 and
whose total assets are worth no more than £2,000. It costs £90 to access a MAP. 228

However, one stakeholder noted that this amount of money can still be seen as significant
for some debtors.

Maintenance

The interview with Money Advice Scotland suggested that it is easier to maintain a DAS
thanks to several characteristics, such as flexibility (e.g. payment holiday, adaptable
payments) and the fact that there are no direct restrictions on employment (e.g. there are no
specific restrictions on holding certain positions or requirements to disclose particular
information).

Closure

A study by the Money Advice Service found that people living in Scotland are 73 per cent
more likely to be out of unmanageable debt within 12 months in comparison with someone

224 Money Advice Service. 2012. Debt Advice in the UK

225 Money Advice Trust. 2015. Evolving our debt options to meet new challenges
226 AjB. 2016. 1,233 Scots debt-free thanks to Debt Arrangement Scheme

227 Money Advice Trust. 2015. Evolving our debt options to meet new challenges

228 StepChange, Bankruptcy costs and fees. Available at: https://www.stepchange.org/debt-info/bankruptcy-
costs-and-fees.aspx
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who lives in other parts of the UK22°. The study reported that there were no significant
differences in the debt characteristics or demographic profile of the two populations. The
difference was also considered unlikely to have been caused by differences in debt advice.
The reasons for such differences could therefore be due to differences in the debt solutions
landscape?3. However, further evidence would be required to demonstrate this.

229 Money Advice Service. 2012. The effectiveness of debt advice in the UK
230 |pid.
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Table Al1.1 Main characteristics of formal debt solutions

Bankruptcy Debt Relief Order Individual Voluntary Administration Order Debt Arrangement Trust Deeds

Arrangement Scheme

Description Form of insolvency. A Agreement that freezes | Agreement that freezes | Order by a court. A Government-run debt Agreement that

public official (trustee) is | a debtor’s debt a debtor’s debits, debtor having a county | management tool which | transfers part, or all,
appointed to take repayment, interest interest rates and court or High Court allows debtors to repay | of the debtors’ assets
control of the debtor’s rates and charges for 12 | charges and allows judgment against them | their debts through a (money and property) to
assets (money and months. them to pay them back | makes monthly debt payment a trustee to manage for
possessions) and sell or | If the financial situation | over an agreed period payments for the full programme (DPP). the benefit of creditors.
use them to help pay of the debtor is identical | (usually 5 years). The amount owed to the Debtors repay their The debtor makes
creditors back. at the end of the period, | debtor makes regular local court which then debts by making regular | monthly payments to
Bankruptcy freezes the debts are written off. | payments to an divides the money payments to a payment | pay back what they can
interest rates and insolvency practitioner, | between creditors. An distributor who then afford (part, or all of
charges. Debts are who divides the money | AO freezes interest distributes the money to | what they owe). A Trust
written off after a certain between creditors. Any |rates and charges. If the | creditors. A DPP can Deed lasts a minimum
period of time, usually a money still owed at the | court believes the last for any ‘reasonable’ | of 4 years; at the end of
year. end of the period is debtor will not be able to | length of time. the period, any money

written off. The debtor pay the debt in full, a Payments are computed | still owed is written off.

could be required to sell | composition order is based on the amount of

their home to pay off granted — whereby only | money left after paying

remaining debts if they | a percentage of the debt | bills.

have equity in their is paid back and the rest

property. is written off after an

agreed period (usually 3
years).
Regional All UK. Bankruptcy in All UK, except Scotland. | All UK, except Scotland. | All UK, except Scotland. | Only Scotland. Only Scotland.
coverage Scotland is called

sequestration and fees
are lower. Minimal
Asset Process (MAP)
bankruptcy is also
available in Scotland
and is where debts that
cannot be repaid within
a reasonable time are
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written off. This has a
different value limit and
fees to sequestration.

Debt Relief Order

Individual Voluntary

Arrangement

Administration Order

Debt Arrangement
Scheme

—
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Trust Deeds

Qualifying Most types of debts are | Only some kind of debts | Only some kind of debts | All kinds of debts are Debts included are Only unsecured debts
debts?? included (excluding are included (e.g. credit |are included (e.g. bank |included but it can be mostly unsecured debts. | are included.
magistrates court fines, | cards, overdrafts and and building society advisable to exclude Child support arrears
payments ordered loans, arrears with rent, | loans and overdrafts, mortgage or rent arrears | and benefit
under a confiscation utility bills, telephone credit cards, personal overpayments cannot
order, student loans, bills, council tax and loans, store cards, be included and
secured loans/debts, income tax, benefits catalogues and store mortgage debts are
debts owed because of | overpayments, hire cards. They can also unlikely to be included.
personal injury/death of | purchase or conditional |include council tax
another person, social sale agreements, buy arrears, tax debts and
fund loans, some now - pay later electricity and gas
benefits and tax credit | agreements and debts).
overpayments, business debts).
maintenance payments
and child support
payments).
Eligibility Debts must have Debts must not exceed | Debts must be worth Debts must be worth No particular amount of | Debts must be worth
criteria reached a level where | £20,000. Debtors must | more than £10,000 in less than £5,000. debt is required. more than £5,000 in
debtors are never likely | have £50 or less left total. Debtors must have | Debtors must owe Debtors must have total. Debtors must owe
to be able to pay them | over each month after | spare each month after | money to at least two surplus income and be | money to at least two
off. For a creditor to paying usual household | paying their bills, usually | creditors; they must willing to pay their creditors and must have
make you bankrupt, you | expenses; they must at least £100. prove they can afford debts. Debtors must a surplus income.
must owe at least have less than £1,000 regular repayments; and | owe money to at least
£5,000. worth of savings or have a county courtor | two creditors.
assets. High Court judgment
against them.
Application Debtors must fill in a Debtors cannot apply on | Debtors need to provide | Debtors must fill in Debtors must approach | Debtors must go
process debtor's bankruptcy their own. They must go | details about their an application for an a DAS approved money | through an Insolvency

application (using online
forms at GOV.UK). It

through an approved

231 https://www.citizensadvice.org.uk/debt-and-money/debt-solutions

financial situation to an
insolvency practitioner

administration order and
return it to the local

adviser, who will
complete the DPP

Practitioner who draws
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includes: personal and
business information;
declarations about
eligibility for bankruptcy;
details of previous
bankruptcies or other
insolvency procedures.

Debt Relief Order

intermediary (or DRO
adviser).

Individual Voluntary

Arrangement

who will work out what
the debtors can afford to
repay and how long

the IVA lasts.

Administration Order

court. It is then up to the
court to decide how
much of the debt is to
be repaid and for how
long.

Debt Arrangement
Scheme

proposal and get
creditors to accept it.

—
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Trust Deeds

up a proposal and gets
creditors to accept it.

Fees

Up-front fee: £680.

(Note: £647 in Northern
Ireland and £200 in
Scotland)

Up-front fee: £90.

Set-up fee + handling
fee (varies).

Court fee (varies).

Application fee +
payment distributor fee

(vary).

Administration fee
(varies):

Extent to which
creditors can
reject debtors’
requests for a
debt solution

Creditors can ask the
court to annul the
bankruptcy.

Creditors have 28 days
to object to the order.
Objections are
considered by the
Official Receiver who
can revoke or amend
the DRO if appropriate.

Creditors have the right
to reject the proposal
outright.

Creditors can object to
the court and ask to be
left out of the order.

Creditors have 21 days
to accept or object to
the terms of the DAS. If
any one of the creditors
does not accept the
terms, the DAS
Administrator decides
whether the proposal is
approved or not.

Creditors do not have to
agree to the terms of
the Trust Deed. A Deed
can be enforced only if
at least half of creditors
or those owed over 67
per cent of the total
unsecured debts agree
to the terms.

Protection from
creditors’
further actions

Most creditors cannot
pursue debtors after
bankruptcy. Exceptions
include: secured debts,
magistrate court fines,
maintenance / child
support arrears, social
fund loans, student
loans, etc.

The agreement is
legally binding: creditors
cannot pursue debtors.

The agreement is
legally binding: creditors
cannot pursue debtors.
The IVA applies to all
creditors, including any
who disagreed to it.

The agreement is
legally binding: creditors
cannot pursue debtors
without court’s
permission.

The agreement is
legally binding: creditors
cannot pursue debtors.

A voluntary trust is not
binding on creditors.
However, a Protected
Trust Deed is legally
binding: creditors
cannot pursue debtors.

Public record

Record made on the

Individual Insolvency
Register. Bankruptcy
stays on credit record

for six years.

Record made on the
Individual Insolvency
Register. DROs stay on
credit record for six
years.

Record made on the
Individual Insolvency
Register. IVAs stay on
credit record for six
years.

AO is added to the
Register of Judgments,
Orders and Fines for six
years. Debtors can ask
for a ‘certificate of

Debtors’ details are
recorded on the DAS
register, which is
publicly available and
free of charge. It stays

Record made on the
Individual Insolvency
Register. Trust Deeds
stay on credit record for
six years.
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Debt Relief Order

Individual Voluntary

Arrangement

Administration Order

satisfaction’ at the end
of the AO.

Debt Arrangement
Scheme

on credit record for the

duration of the term plus

a few years.
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Trust Deeds

Table Al1.2 Main characteristics of informal debt solutions
Debt Management Plan Token Payment Plan Debt consolidation Debt write-off Informal arrangements Full and final settlement
with creditors of debts
Description Agreement between a | Short term agreement | Form of debt Arrangement where Informal arrangement Agreement occurring if
debtor and creditors to | between a debtor and refinancing. Debtors creditors agree to write | with creditors involving | the debtor has a lump
pay their debts. The creditors occurring after | who have several debts | off the debtor’s debts, if | a mutually agreeable sum of money available.
debtor makes monthly | the situation of the can merge them they are convinced the | solution between a The debtor can use this
payments to a debt debtor changes (e.g. together into one loan, | debtor is unable to pay |debtor and creditors to make a settlement
management company, | maternity leave). The in the hope of lowering | back and their situation |regarding an affordable | offer to their creditors
which then shares the | debtor offers to make a | the interest rate and the | is unlikely to improve. repayment plan for the | (e.g. ask creditors to
money out between “token payment”, monthly repayments. The write-off can be debts. The agreement | pay a lump sum and
creditors. There is no normally £1 per month | Interest rates and total or partial. can involve paying the | immediately write off the
specific duration. to each debt, thereby charges are not frozen. debt partially or fully. debt instead of
Interest rates and showing creditors they The amount paid can continuing to make
charges may be frozen. |are notignoring their vary as well as the regular payments). If
debts. frequency and length of | creditors accept a lump
the time period. A grace | sum that is smaller than
period (involving for the full amount owed,
instance forbearance or | the debt can still be
a payment holiday) can | classed as full payment.
also be agreed. Interest
rates and charges may
be frozen.
Regional All UK. All UK. All UK. All UK. All UK. All UK.
coverage
Qualifying No particular types of No particular types of No particular types of No particular types of No particular types of
debts?3? debt are required. debt are required. debt are required. debt are required. debt are required.

232 https://www.citizensadvice.org.uk/debt-and-money/debt-solutions
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Debt Management Plan

Non-priority debts only
such as credit cards and
bank loans, water
charges, student loans,
and benefits

Token Payment Plan

Debt consolidation

Debt write-off

Informal arrangements

with creditors
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Full and final settlement
of debts

overpayments
Eligibility No particular conditions | Debtors must usually Eligibility criteria varies | No particular conditions | No particular conditions | No particular conditions
criteria are required. prove their income between debt are required. are required. are required.
enables them to cover | consolidation programs.
only their household Usually, criteria include
bills. Debtors must credit score and
prove their situation will | income.
improve within one year.
Application Debtors can go through | Debtors need to write to | Debtors can apply via Debtors need to write to | Debtors need to contact K Debtors need to write to
process a debt management creditors asking for a banking and financial creditors asking for their creditors and ask | creditors offering full
company authorised by | TPP. Alternatively, TPP | services companies. them to write off the them to agree to regular | and final settlements.
the FCA, alocal can be set up with debts. Sample letters lower repayments Sample letters are
authority, or can self- assistance from a debt are available (e.g. on towards all or part of available (e.g. on
administer and deal with | adviser. National Debtline or their debts. Informal National Debtline or
their creditors Citizens Advice agreements can be set | Citizens Advice
themselves. Monthly websites). up by the debtor himself | websites).
payments are based on or via a third party
the debtor’s financial organisation.
situation.
Fees Available with no fee No fee. Banking fees apply. No fee. No fee. However, the No fee.

Extent to which
creditors can
reject debtors’

with free-to-client
services.

With fee-charging
services there is usually
an initial set-up fee and
a monthly handling fee

Because these debt
solutions are informal,
creditors have the right
to refuse all of them.

Because these debt
solutions are informal,
creditors have the right
to refuse all of them.

Lenders have the right
to refuse debt
consolidation products.

Because these debt
solutions are informal,
creditors have the right
to refuse all of them.

amount of debt owed
can increase if small
repayments do not
cover interest or
charges.

Because these debt
solutions are informal,
creditors have the right
to refuse all of them.

Because these debt
solutions are informal,
creditors have the right
to refuse all of them.

46




Review of the literature concerning the effectiveness of current debt solutions

requests for a
debt solution

Debt Management Plan

Token Payment Plan

Debt consolidation

Debt write-off

Informal arrangements

with creditors
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Full and final settlement
of debts

Protection from
creditors’
further actions

The agreement is not
legally binging.
Creditors can cancel the
DMP at any time and
take action to recover
their money.

The agreement is not
legally binging.
Creditors can change
their mind and pursue
the debtor.

The agreement is not
legally binging.
Creditors can change
their mind and end the
payment plan.

The agreement is not
legally binging.
Creditors can change
their mind and pursue
the debtor.

The agreement is not
legally binging.
Creditors can change
their mind and pursue
the debtor.

It is recommended to
ask the creditor to
confirm in writing that
the money will be
accepted as a Full &
Final Settlement. It
happens that
unscrupulous creditors
take the money but
continue to pursue the
debtor for the rest of the
debt.

Public record

A DMP might show on
the credit record
because it usually
involves reduced debt
repayments — but this
will be decided by the
creditors. Also, debtors
are required to close
most of their credit card
accounts while on a
DMP; this has a
negative impact on their
credit rating.

Debts repaid thanks to a
TPP can be marked as
defaulted on a debtor’s
credit records.

Consolidating debt can
have a positive impact
on a credit rating
(several debts appear
paid off). However,
actions taken after the
debt consolidation can
hurt the score if a
payment is missed or a
credit card account is
closed.

Debt write off appears
on credit files for six
years.

Credit rating is affected
by informal
arrangements.

Credit rating is not
affected if the creditor
marks the debt as
settled in full. However,
if the creditor marks the
debt as partially settled,
this appears on the
credit file for six years.
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Annex 2 Detailed findings

This section describes additional findings from the desk research presented in Section 3.

A2.1 Awareness

This section provides additional evidence on the awareness of debt solutions.

A.2.1.1 Awareness of the existence of debt solutions

Additional evidence was found in the literature in relation to the level of awareness of specific debt
solutions and is described below.

DRO: Sources disagree on the level of awareness of DROs: while some approved intermediaries say
that around half of their customers have heard of DROs, others say that less than 5 per cent of their
customers were aware of DROs before seeking advice?®. A Citizens Advice Bureau survey in 2014
found that 24 per cent of intermediaries believe most of their customers are unaware of the existence
of DROs?34, According to the Money Advice Trust, DROs are not publicised well enough?3®. They are
explained on free-to-client service providers’ websites; however, commercial debt management
companies do not feature DROs at all or if they do, not very prominently. According to the FCA, those
who are aware of DROs have generally been directed towards them by an independent advice
provider following an unsatisfactory experience with a fee-charging company?22®.

AO: According to a survey conducted by the FCA in 2014, no respondents had experience or
knowledge of AOs?%7,

DMP: Interviews with stakeholders23® suggested that because DMPs are heavily advertised, people
are mostly aware of their existence. According to a survey conducted by R3 in 2010, 39 per cent of
people with a DMP first hear about these plans by seeing an advert about them and 12 per cent
receive a phone call from a company offering DMPs23°, However, no information is available on how
much people actually know about DMPs. A survey conducted by the Money Advice Trust
demonstrated that of DMP holders who are charged fees, 50 per cent are not aware that DMPs can be
set up for free?40,

Debt consolidation: Debt consolidation is well-known by over-indebted people. One source quotes a
fee-charging debt advice provider who suggests that the ‘stereotypical’ over-indebted individual
believes they can solve their problems by borrowing more money instead of going to a debt advice
provider?4L,

A.2.1.2 Perceptions of debt solutions

Additional evidence was found in the literature on the perceptions of various debt solutions:

233 Citizens Advice Bureaux. 2014. Debt relief orders and the bankruptcy petition limit. (Citizens Advice response)
234 |bid
235 Money Advice Trust. 2014. Debt relief orders and the bankruptcy petition limit. (Money Advice Trust response)

236 Financial Conduct Authority. 2014. Consumer Credit Research: Payday Loans, Logbook Loans and Debt
Management Services

237 Financial Conduct Authority. 2014. Consumer Credit Research: Payday Loans, Logbook Loans and Debt
Management Services

238 |CF interviews with stakeholders.
239 R3. 2010. Debt and insolvency: the full picture.

240 Money Advice Trust. 2012. Sustaining debt repayments - Experiences of people in informal repayment
arrangements

241 Money Advice Service. 2012. Debt Advice in the UK
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Bankruptcy: According to the FCA, many people associate going bankrupt with ‘giving up’ and ‘losing
face’ and believe that it is shameful and immoral to go down this route?#2. A survey conducted by This
is Money in 2010 found that only 18 per cent of respondents thought bankruptcy was nothing to be
ashamed of?43. Another survey conducted by the Bank of England in 2006 remarked that 54 per cent
of households would never consider bankruptcy as an option, while 34 per cent of households would
only consider it as a last resort. It is interesting to note that those who know a bankrupt person are
more inclined to consider bankruptcy themselves?44,

However, a 2012 study by Going Debt Free suggests that the stigma attached to bankruptcy is
declining in the UK?45, Another source suggested that “bankruptcy tourism” is developing with
Europeans coming to the UK to take advantage of the bankruptcy regime and its shortened
bankruptcy term?246,

In contrast, however, a large number of sources disagreed and evidence was consistent across them:
there is a stigma associated with being bankrupt. This is due to several reasons: the loss of assets
including property, possible impacts on individuals employed in certain professions, long-term impact
on credit reports, public listing of the individual’s name in the Insolvency Register and court
appearance. Bankruptcy is commonly seen as an extreme solution that can only be used as a last
resort.

DRO: According to the FCA, DROs are well-regarded, especially by individuals with no assets, very
little disposable income and a relatively low amount of debt that has nonetheless become
unaffordable. Indeed, DROs enable these individuals to avoid the expense of a formal bankruptcy?+7.

Trust Deed: According to Citizens Advice, Trust Deeds are well-regarded, as they enable individuals
to avoid the expense, formality and stigma of formal sequestration48,

TPP: TPPs are commonly well-regarded. As the Money Advice Trust observed, TPPs are seen as the
“least worse option”24°,

Debt consolidation: Views on debt consolidation are diverse. Some people perceive debt
consolidation as an effective way of dealing with debt. It is seen as a flexible method that does not
affect credit ratings and allows the over-indebted person to stay in complete control of their
finances?®°. However, individuals who have already undergone debt consolidation feel that it does not
put a stop to the cycle of debt and that it takes a lot of willpower and self-discipline to successfully
manage debt issues with a consolidation loan?5%. It is interesting to note that only 26 per cent of the UK
population believe, that in the right circumstances, it is a good idea to borrow money to pay off another
debt®*2,

Informal arrangement with creditors: Informal arrangements are popular among the over-indebted
population. According to Debtless, 79 per cent of the UK population think that people should be
allowed to have a mortgage holiday for a month or two while they are having temporary financial
difficulties?ss.

242 Financial Conduct Authority. 2014. Consumer Credit Research: Payday Loans, Logbook Loans and Debt
Management Services

243 This is Money. 2010. Debt and bankruptcy 'no longer shameful’

244 Bank of England. 2006. The state of British household finances: results from the 2006 NMG Research survey
245 Going Debt Free 2012. Avoiding Viable Debt Solutions Due to Debt Stigma

246 R3. 2014. The Personal Insolvency Landscape - A way forward for formal debt relief

247 Financial Conduct Authority. 2014. Consumer Credit Research: Payday Loans, Logbook Loans and Debt
Management Services

248 Citizens Advice. 2015. What options are there for dealing with debt
249 Money Advice Trust. 2015. Evolving our debt options to meet new challenges

250 Financial Conduct Authority. 2014. Consumer Credit Research: Payday Loans, Logbook Loans and Debt
Management Services

251 |pid.
252 Debtless. 2011. UK Debt Attitude Survey
253 Debtless (2011) UK Debt Attitude Survey.
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A2.2 Identification

This section provides additional evidence on the identification of debt solutions.

A.2.2.1 Discussion of other options

The box below presents evidence from an R3 study relating to whether or not individuals taking up
debt solutions had discussed other options.

Evidence from R3 study?**

Commissioned by R3, research agency ComRes surveyed 1,961 members of the public who
describe themselves as struggling with debt by online questionnaire, between 17 December 2009
and 7 January 2010. The main findings are as follows:

m 54 per cent of individuals who declared bankruptcy say they had been talked through other
options before they became bankrupt, but 43 per cent say this did not happen in their case.

= Around half of individuals in a DRO say they had been talked through other options before
they started their DRO, but the other half say this did not happen in their case.

m 65 per cent of individuals in an IVA say they had been talked through other options before
they started their IVA, but 32 per cent say this did not happen in their case.

m 60 per cent of individuals in a DMP say they had been talked through other options before
they started their DMP, but 35 per cent say this did not happen in their case.

Note: figures do not add up to 100 per cent as some of the respondents said they “did not know”.

A.2.2.2 Mis-selling
Additional evidence was found on mis-selling practices.

m False advertising: Some studies showed that debt management companies sometimes make
false claims about the services they offer?%5, For example, debt management companies claim
that they can guarantee creditors will co-operate (e.g. agree to freeze interests or accept reduced
payments) while, in reality, creditors are not required to do s0?%%. An example of potentially
misleading information would be when debt management companies claim that people can
become debt-free with a DMP?257 or when they claim IVAs can wipe out 90 per cent of someone’s
debt. In reality, debt reduction is on average around 60 per cent2%8,

m Lack of transparency: A large number of sources mention debt management companies
sometimes deliberately leave out, or distort, important information®>°. Lack of transparency
regarding fees is one common example of this. The FCA indicated that customers are often not

254 R3, 2010. Debt and insolvency: the full picture
255 Information was found only for IVAs and DMPs

256 Financial Conduct Authority. 2014. Consumer Credit Research: Payday Loans, Logbook Loans and Debt
Management Services

257 Citizens Advice. 2015. Debt solutions
258 Going Debt Free. 2012. Avoiding Viable Debt Solutions Due to Debt Stigma
259 Information is available for bankruptcy, IVAs, DAS schemes and DMPs
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told that charges apply, or give misleading information on the level of charges?°. According to a
survey conducted by R3 in 2010, 10 per cent of people in a fee-charging DMP are not told about
charges until after they start their plan?%!. Additional sources stated that other important details on
debt solutions are sometimes not correctly presented by debt management companies. A
mystery shopping study by Zero Credit showed that information on the terms and conditions, or
warnings concerning the caveats of debt solutions (e.g. impact on credit rating), are not always
clearly put forward?62,

m Pressure selling: A couple of sources also gave evidence of pressure selling on the personal
debt solutions landscape?®3. Issues can relate to aggressive marketing behaviours, such as cold-
calling by bulk operators?64. The FCA noted that some consumers feel salespeople actively try to
hurry them through the process, leaving little time for thought or reflection?65,

m  Product bundling58: This is another problem as the additional product(s) can further reduce the
debtor’s disposable income and thereby extend the length of time of repayment?67.

A2.3 Arrangement

This section provides additional evidence on the arrangement of debt solutions.

A.2.3.1 Affordability of fees

Table A2.1 presents the fees associated with each debt solution.

260 Financial Conduct Authority. 2014. Consumer Credit Research: Payday Loans, Logbook Loans and Debt
Management Services

261 R3, 2010. Debt and insolvency: the full picture

262 7ero-Credit. 2012. Pricing and Fee Examples - Mystery Shopping: Debt 9

263 Information is available mainly on DMPs and IVAs

264 Oxera. 2007. Individual Voluntary Arrangements: cashing in on consumer debt?

265 Financial Conduct Authority. 2014. Consumer Credit Research: Payday Loans, Logbook Loans and Debt
Management Services

266 Unwanted products bundled with the debt solution without the customer asking for it or even realising
267 Financial Conduct Authority. 2015. Quality of debt management advice
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Table A2.1 Fees associated with debt solutions

Formal debt solutions Informal debt solutions

Bankruptcy Up-front fee: £705 DMP Available with no fee with free-
(Note: £647 in Northern Ireland and to-client services.
£200 in Scotland)
With fee-charging services:
Set-up fee (£430 on average) +
handling fee (E50 per month on
average)
DRO Up-front fee: £90 TPP No fee
IVA Set-up fee + handling fee: £5,000 Debt Banking fees apply.
on average consolidation
AO Court fee: less than 10 per cent of | Debt write-off No fee
debt
DAS Application fee + payment Informal No fee
distributor fee: less than 10 per arrangements
cent of debt with creditors
Trust Deed Administration fee: between £2,500 | Full and final No fee
and £5,000 settlement of
debts

Several sources mentioned issues with the fees for various solutions:

Bankruptcy: Several sources raise concerns that some individuals are not able to declare themselves
bankrupt because they cannot afford it. Bankruptcy can cost up to £680 and the cost cannot be paid in
instalments. As pointed out by R3, it seems counter-intuitive that individuals who consider bankruptcy
(typically individuals on low incomes, with no available income and minimal assets and with
substantial debt) can find that amount of money and pay it up front2%8. An R3 survey showed that 29
per cent of insolvency practitioners see debtors as unable to afford to declare bankruptcy, despite it
being an appropriate solution?%®. The issue of affordability for bankruptcy / sequestration in Scotland is
less prevalent, considering fees are much lower and can be paid in instalments?70,

DRO: One source pointed out that even though DROs cost only £90 to set up, individuals sometimes
struggle to afford them?”t. However, existing literature did not provide statistics on the proportion of
over-indebted people struggling to afford a DRO.

IVA: Issues around affordability of IVAs were reported by two sources. IVAs are expensive (up to
£5,000) and insolvency practitioners may require payment of fees up-front272. This can explain the
findings from the Debt Resolution Forum, according to which individuals who are more likely to be able
to afford IVAs are income rich and asset poor?73. Again however, existing literature did not provide
statistics on the proportion of over-indebted people struggling to afford an IVA.

DAS: One source stated that while Scottish stakeholders are generally happy with DAS, they would
welcome a tendering process to achieve a reduced fee?74. No further information was found in relation
to the affordability of DAS.

268 R3, 2014. The Personal Insolvency Landscape - A way forward for formal debt relief
269 R3 Membership Survey. 2011
270 Money Advice Service. 2015. Options for clearing your debt

211 B|S. 2015. Insolvency Proceedings: Debt relief orders and the bankruptcy petition limit — Call for evidence and
Citizens Advice Bureau. 2014. Debt relief orders and the bankruptcy petition limit. (Citizens Advice response)

212 National Debtline. 2015. 10 ways to clear your debt
273 The Debt Resolution Forum. 2012. Debt Resolution in the UK
274 Accountant In Bankruptcy. 2010. The Debt Arrangement Scheme Improving Access
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DMP: Fee-charging DMP providers may charge high upfront fees, which effectively extend the
duration of the DMP?275, There is evidence that in some instances, monthly management charges paid
to DMP providers exceed the amount distributed to creditors?76. Another issue is that of packaged
deals, where additional services are provided to customers alongside DMPs: these services can come
at a cost over and above the cost of the DMP and further extend its duration??.

Debt consolidation: The University of Bristol found that fees might be associated with arranging the
loan, and additionally that people with poor credit histories may be offered poor terms and
conditions?78,

A.2.3.2 Creditors’ refusals to accept debtors’ offers

Table A2.2 describes the extent to which creditors can reject debtor’'s requests for each debt solution.

Table A2.2 Extent to which creditors can reject debtors’ requests for a debt solution

Formal debt solutions Informal debt solutions

Bankruptcy Creditors can ask the court to annul | DMP Because these debt solutions
the bankruptcy. are informal, creditors have the

DRO Creditors have 28 days to object to | TPP right to refuse all of them.
the order. Objections are
considered by the Official Receiver
who can revoke or amend the DRO
if appropriate.

IVA Creditors have the right to reject Debt Lenders have the right to refuse
the proposal outright. consolidation debt consolidation products.
AO Creditors can object to the court Debt write-off Because these debt solutions
and ask to be left out of the order. are informal, creditors have the
DAS Creditors have 21 days to accept or | Informal right to refuse all of them.

object to the terms of the DAS. If arrangements
any one of the creditors does not with creditors
accept the terms, the DAS
Administrator decides whether the
proposal is approved or not.

Trust Deed Creditors do not have to agree to Full and final
the terms of the Trust Deed. A settlement of
Deed can be enforced only if at debts

least half of creditors or those owed
over 67 per cent of the total
unsecured debts agree to the
terms.

Several sources raised issues with creditors rejecting solutions:

IVA: In 2007, approval rates for IVAs were around 85 per cent?’?. However, several sources suggest
that creditors tend to refuse debtors’ initial proposals for an IVA and may ask for the terms of the
arrangements to be amended so that monthly repayments are higher. One source reported that 97 per

275 Citizens Advice. 2015. Debt solutions

276 Citizens Advice. 2015. Debt solutions

277 University of Bristol. 2009. An independent review of the fee-charging debt management industry
278 University of Bristol. 2014. The over-indebtedness of European household

279 Oxera. 2007. Individual Voluntary Arrangements: cashing in on consumer debt?
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cent of IVA proposals were modified before they were accepted by creditors in 2009280, Debtors then
have the choice to accept the changes (and face the risk of entering an unsustainable IVA that will
eventually fail?®) or refuse (and have to find another solution and possibly face the stigma as well as
the publicity of bankruptcy?8?). Additionally, according to an R3 survey conducted in 2014, 33 per cent
of insolvency practitioners saw creditors or their agents modifying IVA proposals so severely that they
became unworkable and 32 per cent saw cases where the IVA proposal was rejected outright by the
creditor or their agents?.

Informal debt solutions: Again, existing literature highlighted issues linked to creditors attempting to
increase repayment amounts?®4. According to the University of Bristol, creditors are very unwilling to
agree to informal arrangements as they prefer formal solutions?285.

DMP: According to the Friends Provident Foundation, some creditors renegotiate higher repayments
only very shortly after the set-up of a DMP?286. No information was found on the extent and prevalence
of this issue.

A2.4 Maintenance

This section provides additional evidence on the maintenance of debt solutions.

A.2.4.1 Creditor action

The blue box below provides evidence from R3 in relation to threats received from creditors.

Evidence from R3 study?®’

Commissioned by R3, research agency ComRes surveyed 1,961 members of the public who
describe themselves as struggling with debt by online questionnaire, between 17 December 2009
and 7 January 2010. The main findings are as follow:

m 44 per cent of individuals in a DMP had been contacted by their creditors and 35 per cent had
been threatened by their creditors to take action.

m 25 per cent of individuals in an IVA had been contacted and 15 per cent had been threatened
by their creditors to take action.

m 44 per cent of undischarged bankrupts had been contacted by creditors since becoming
bankrupt.

m The majority of individuals in a DRO had been contacted by creditors since starting their DRO.

280 Insolvency Service. 2009. IVA Protocol Review

281 R3, 2014. The Personal Insolvency Landscape - A way forward for formal debt relief
282 |_ondon Economics. 2012. Study on means to protect consumers in financial difficulty
283 R3. 2014. The Personal Insolvency Landscape - A way forward for formal debt relief

284 Money Advice Trust. 2012. Sustaining debt repayments - Experiences of people in informal repayment
arrangements

285 University of Bristol. 2014. The over-indebtedness of European household

286 Friends Provident Foundation. 2010. The Impact of Independent Debt Advice Services on the UK Credit
Industry

287 R3, April 2010. Debt and insolvency: the full picture
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A2.5 Closure

This section provides additional evidence on the closure of debt solutions.

A.2.5.1 Impact of debt solutions on public records

Table A2.3 describes the impact of each debt solution on public record.

Table A2.3 Impact of debt solution on public record

Bankruptcy Record made on the Individual DMP A DMP might show on the credit
Insolvency Register. Bankruptcy record. Also, debtors are
stays on credit record for six years. required to close most of their

credit card accounts while on a
DMP; this has a negative
impact on their credit rating.

DRO Record made on the Individual TPP Debts repaid thanks to a TPP
Insolvency Register. DROs stay on can be marked as defaulted on
credit record for six years. a debtor’s credit records.

IVA Record made on the Individual Debt Consolidating debt can have a
Insolvency Register. IVAs stay on | consolidation positive impact on the credit
credit record for six years. rating (several debts appear

paid off). However, actions
taken after the debt
consolidation can hurt the score
if a payment is missed or a
credit card account is closed.

AO AO is added to the Register of Debt write-off Debt write off appear on credit
Judgments, Orders and Fines for files.
six years. Debtors can ask for a
‘certificate of satisfaction’ at the
end of the AO.

DAS Debtors’ details are recorded on Informal Credit rating is affected by
the DAS register, which is publicly | arrangements informal arrangements
available and free of charge. with creditors

Trust Deed Record made on the Individual Full and final Credit rating is not affected if
Insolvency Register. Trust Deeds settlement of the creditor marks the debt as
stay on credit record for six years. | debts settled in full. However, if the

creditor marks the debt as
partially settled, this appears on
the credit file for six years.

A.2.5.2 Access to financial services

Additional evidence was found on the impact of particular debt solutions on access to financial
services.
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DRO: Three sources acknowledged the difficulties of accessing credit in the aftermath of a DRO, due
to the fact that a DRO will remain for on an individual’s credit file for six years. A recent study by BIS
reported that 24 per cent of people having completed a DRO process could not access credit?88,

IVA: One study mentioned that IVAs will be held on the public Individual Insolvency Register and will
therefore have a negative impact on credit ratings and the ability to take credit in the future2®.

AO: One study reported that the court may impose an attachment of earnings order on the consumer
which can negatively impact credit rating and consequently on future access to mainstream credit2%.

DMP: Several sources indicated that a DMP makes it harder to access credit. The University of Bristol
assessed that people with a DMP will experience restricted access to credit for six years on
average?L,

A.2.5.3 Employment and business opportunities

Additional evidence was found on the impact of debt solutions on employment and business
opportunities.

Bankruptcy: National Debtline reported that bankruptcy may affect employment, especially for the
self-employed as it might be difficult to continue to trade2%2. In addition, one of the restrictions
associated with bankruptcy implies that individuals have to inform business partners and creditors that
they have previously been declared bankrupt2?. This could have negative implications. The CSJ found
that there is a negative stigma associated with conducting business with individuals who have been
declared bankrupt, and reported that 85 per cent of these individuals believed that people viewed
them as a personal failure. The CSJ study also reported that less than 50 per cent of businesses
would engage with individuals who had previously been declared bankrupt on normal terms2%4, The
negative stigma and impacts can be even worse for undischarged bankruptcy, with the CSJ finding
that only one in ten businesses would conduct business with these individuals on normal terms.

DRO: London Economics reported that the DRO process could negatively impact employment for
people working in the financial sector or armed forces, as well as people working as a solicitor,
accountant, or in the police2%. In addition, during the DRO period, the individual is unable to act as a
company director without the leave of the court2%,

288 Department for Business, Innovation and Skills, January 2015. Insolvency Proceedings: Debt relief orders and
the bankruptcy petition limit — Call for evidence

289 National Debtline. 2015. 10 ways to clear your debt
290 |_ondon Economics. 2012. Study on means to protect consumers in financial difficulty

291 personal Finance Research Centre, University of Bristol, June 2009. An independent review of the fee-
charging debt management industry

292 National Debtline. 2015. 10 ways to clear your debt

293 The Centre for Social Justice. 2013. Maxed out - Serious personal debt in Britain

294 |bid.

29 |ondon Economics. 2012. Study on means to protect consumers in financial difficulty.
296 R3, 2014. The Personal Insolvency Landscape - A way forward for formal debt relief
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Detailed Methodology

Study questions

Barrier to success

The individual
has low
awareness or
negative
perceptions of
the available
solutions, so
they do not
attempt to find a
solution

The individual
attempts to find a
debt solution, but
is unable to find
one that meets
their needs (when
one may or may
not have been
suitable)

The individual
finds a debt
solution which

they believe meets

their needs, but is
unable to
successfully enter
into it

The individual
enters into a debt
solution either
themselves or via
debt advice, but it
does not meet
their needs, or
they are unable to
maintain it

Research questions

What is the awareness of the debt solutions available?
What is factually known?

What perceptions/ worries do people have about the various debt solutions,
and to what extent are these are a barrier to looking for a solution?

How is the overall debt solution landscape perceived?

What perceptions do people have about the complexity of finding or arranging
a debt solution, and to what extent is this a barrier to looking for a solution?

Are there any specific groups whose needs (financial or non-financial) are not
met by the existing debt solutions?

How easy is it for over-indebted people to understand the debt solutions
available?

How easy is it for over-indebted people to identify which solution is right for
them?

What are the financial and non-financial barriers that discourage people from
pursuing the various debt solutions?

Which of these are most impactful/ most commonly experienced?

How are these barriers distinct from barriers that stop people seeking advice
in the first place?

Are there specific groups of people who are effectively excluded (for financial
and non-financial reasons) from all debt solutions?

Are there any specific groups whose needs (financial and non-financial) are
not met by the existing debt solutions?

What are the barriers that prevent people from entering into their preferred
debt solution? (e.g. fees, creditor agreement)

Which of these are most impactful/ most commonly experienced?

Are there certain groups (e.g. specific demographics or circumstances) that
are more likely to be prevented from entering into their preferred debt
solution?

Are there any specific groups whose needs (financial and non-financial) are
not met by the existing debt solutions?

Once an individual has entered into a specific debt solution, to what extent
does it meet their needs — both financial and non-financial?

How easy or difficult is it for individuals to maintain the debt solutions until the
end of the term?

To what extent do the debt solutions address the causes of over-
indebtedness, as well as the symptoms?

Are there any specific groups whose needs (financial and non-financial) are
not met by the existing debt solutions?
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Barrier to success  Research questions

The individual is | What are the barriers to reaching the end of the term? Which of these are
unable to fulfil the | most impactful/ most commonly experienced?

arrangement fully
as agreed or the | What impact do the debt solutions have on individuals’ long-term
individual is forced| circumstances?

to look for other
solutions after Do the debt solutions fulfil the needs of the individual (i.e. the debt is cleared,
completion fully repaid)?

A3.2

A3.3

Scoping interviews

ICF worked jointly with MAS to identify potential stakeholders for involvement in this study.
ICF identified eleven potential organisations from which MAS selected eight as priorities for
interviewing.

ICF prioritised stakeholder organisations for interview according to the following rationale.

m ICF aimed for a mix of stakeholder types, to include regulatory and government bodies,
debt advice providers and a research agency.

= Within each group, where possible, stakeholders who participated in the Money Advice
Trust roundtable?®” were targeted. ICF believed that conversations with these parties
would be particularly valuable, given their familiarity with the issues at hand.

m ICF also considered the size of each organisation and aimed to target the largest within
each group. In doing so, ICF believed that the stakeholders would have an overall view
of the debt solution landscape and more likely to have data and studies on the subject.

Desk review

ICF created a pro-forma template to collect the information from the literature. The pro-forma
consisted of an Excel file that was used to map information collected from the 82 sources (as
listed in the “Sources” tab).

The pro-forma was organised in different tabs, one for each stage of the individual’s journey
into debt solutions (e.g. Awareness, Identification, Arrangement, Maintenance and Closure).

For each stage, ICF identified key relevant information, in light of the evaluation questions
(as summarised in the “Summary” tab of the pro-forma).

297 Money Advice Trust, 2015. Evolving our debt options to meet new challenges. Provides a summary of the
roundtable discussions that took place in September 2015, between not-for-profit advice agencies, creditors,
Government and regulatory bodies.

58



Review of the literature concerning the effectiveness of current debt solutions

Annex 4 Bibliography

—

ICF

INTERNATIONAL

Source

Accountant In Bankruptcy, April 2010. The Debt
Arrangement Scheme Improving Access

http://www.aib.gov.uk/sites/default/files/publicatio
ns/Resource/Doc/4/0000980.pdf

AiB. 2016. 1,233 Scots debt-free thanks to Debt
Arrangement Scheme

http://www.aib.gov.uk/news/releases/16161616/0
202/1233-scots-debt-free-thanks-debt-
arrangement-scheme

Arrow Global, December 2013. Working together:
understanding motivation and barriers to engagement in the
consumer debt marketplace

http://www.arrowglobal.net/lib/docs/093638-
workingtogether-bristolresearch.pdf

Bank of England. 2013. The financial position of British
households: evidence from the 2011 NMG Consulting
survey (earlier versions are also available)

http://www.bankofengland.co.uk/publications/Doc
uments/quarterlybulletin/2013/gb130406.pdf

Bank of England. 2006. The state of British household
finances: results from the 2006 NMG Research survey

http://www.bankofengland.co.uk/publications/Doc
uments/quarterlybulletin/qgb060403.pdf

BBA. 2010. A New Model for Dealing with Personal Debt

https://www.bba.org.uk/download-
file/?f=eyJ1cmwiOiJodHRwczpcL 1wvd3d3LmJiY
S5vemcudWiclL 3dwLWNvbnRIbnRcL3VwbG9hZ
HNcLzIwMTBcLzEyXC9CQKEwWMS0zNzEwN;ltd]
EtQV90ZXdfTWIKZW XfRmOyXORIYW xpbmdfd2I
0aF90QZXJzb25hbF9EZWJ0X3BkZi5wZGYiLCJ1
c2VylipmYWxzZX0=

Behaviorlab, Hyperbolic Discounting, no date

http://www.behaviorlab.org/Papers/Hyperbolic.pdf

Citizens Advice. 2015. Checking your options for getting out
of debt

https://www.citizensadvice.org.uk/debt-and-
money/help-with-debt/options-for-getting-out-of-
debt/checking-your-options-for-getting-out-of-
debt/

Citizens Advice. 2015. Debt solutions (Wales)

https://www.citizensadvice.org.uk/wales/debt-and-
money/debt-solutions/

Citizens Advice. 2015. Debt solutions (Northern Ireland)

https://www.citizensadvice.org.uk/nireland/Debt-
and-money/debt-solutions/

Citizens Advice. 2015. What options are there for dealing
with debt

https://www.citizensadvice.org.uk/scotland/debt-
and-money/help-with-debt/what-options-are-
there-for-dealing-with-debt-s/

Citizens Advice Bureau, October 2014. Debt relief orders
and the bankruptcy petition limit. (Citizens Advice response)

https://www.citizensadvice.org.uk/Global/Migrated

Documents/corporate/citizens-advice-s-
response-to-the-insolvency-service-s-dro-call-for-
evidence-final.pdf

Competition and Markets Authority. 2014. Problem debt.

Debtless (2011) UK Debt Attitude Survey

Debt Managers Standards Association. 2012. Fee Charging
Debt Management Market Assessment

http://www.financialliteracy.gov.au/media/558644/
report-problem-debt-a-report-commissioned-by-
the-consumer-protection-
partnershipa4305510.pdf

http://debtless.eu/wp-
content/uploads/2012/01/Debt-Attitude-Survey-
Analysis-UK.docx

http://www.demsa.co.uk/wp-
content/uploads/2012/11/demsa-report-final-
version.pdf

59


http://www.aib.gov.uk/sites/default/files/publications/Resource/Doc/4/0000980.pdf
http://www.aib.gov.uk/sites/default/files/publications/Resource/Doc/4/0000980.pdf
http://www.aib.gov.uk/news/releases/16161616/0202/1233-scots-debt-free-thanks-debt-arrangement-scheme
http://www.aib.gov.uk/news/releases/16161616/0202/1233-scots-debt-free-thanks-debt-arrangement-scheme
http://www.aib.gov.uk/news/releases/16161616/0202/1233-scots-debt-free-thanks-debt-arrangement-scheme
http://www.arrowglobal.net/lib/docs/093638-workingtogether-bristolresearch.pdf
http://www.arrowglobal.net/lib/docs/093638-workingtogether-bristolresearch.pdf
http://www.bankofengland.co.uk/publications/Documents/quarterlybulletin/qb060403.pdf
http://www.bankofengland.co.uk/publications/Documents/quarterlybulletin/qb060403.pdf
https://www.bba.org.uk/download-file/?f=eyJ1cmwiOiJodHRwczpcL1wvd3d3LmJiYS5vcmcudWtcL3dwLWNvbnRlbnRcL3VwbG9hZHNcLzIwMTBcLzEyXC9CQkEwMS0zNzEwNjItdjEtQV9OZXdfTW9kZWxfRm9yX0RlYWxpbmdfd2l0aF9QZXJzb25hbF9EZWJ0X3BkZi5wZGYiLCJ1c2VyIjpmYWxzZX0=
https://www.bba.org.uk/download-file/?f=eyJ1cmwiOiJodHRwczpcL1wvd3d3LmJiYS5vcmcudWtcL3dwLWNvbnRlbnRcL3VwbG9hZHNcLzIwMTBcLzEyXC9CQkEwMS0zNzEwNjItdjEtQV9OZXdfTW9kZWxfRm9yX0RlYWxpbmdfd2l0aF9QZXJzb25hbF9EZWJ0X3BkZi5wZGYiLCJ1c2VyIjpmYWxzZX0=
https://www.bba.org.uk/download-file/?f=eyJ1cmwiOiJodHRwczpcL1wvd3d3LmJiYS5vcmcudWtcL3dwLWNvbnRlbnRcL3VwbG9hZHNcLzIwMTBcLzEyXC9CQkEwMS0zNzEwNjItdjEtQV9OZXdfTW9kZWxfRm9yX0RlYWxpbmdfd2l0aF9QZXJzb25hbF9EZWJ0X3BkZi5wZGYiLCJ1c2VyIjpmYWxzZX0=
https://www.bba.org.uk/download-file/?f=eyJ1cmwiOiJodHRwczpcL1wvd3d3LmJiYS5vcmcudWtcL3dwLWNvbnRlbnRcL3VwbG9hZHNcLzIwMTBcLzEyXC9CQkEwMS0zNzEwNjItdjEtQV9OZXdfTW9kZWxfRm9yX0RlYWxpbmdfd2l0aF9QZXJzb25hbF9EZWJ0X3BkZi5wZGYiLCJ1c2VyIjpmYWxzZX0=
https://www.bba.org.uk/download-file/?f=eyJ1cmwiOiJodHRwczpcL1wvd3d3LmJiYS5vcmcudWtcL3dwLWNvbnRlbnRcL3VwbG9hZHNcLzIwMTBcLzEyXC9CQkEwMS0zNzEwNjItdjEtQV9OZXdfTW9kZWxfRm9yX0RlYWxpbmdfd2l0aF9QZXJzb25hbF9EZWJ0X3BkZi5wZGYiLCJ1c2VyIjpmYWxzZX0=
https://www.bba.org.uk/download-file/?f=eyJ1cmwiOiJodHRwczpcL1wvd3d3LmJiYS5vcmcudWtcL3dwLWNvbnRlbnRcL3VwbG9hZHNcLzIwMTBcLzEyXC9CQkEwMS0zNzEwNjItdjEtQV9OZXdfTW9kZWxfRm9yX0RlYWxpbmdfd2l0aF9QZXJzb25hbF9EZWJ0X3BkZi5wZGYiLCJ1c2VyIjpmYWxzZX0=
https://www.bba.org.uk/download-file/?f=eyJ1cmwiOiJodHRwczpcL1wvd3d3LmJiYS5vcmcudWtcL3dwLWNvbnRlbnRcL3VwbG9hZHNcLzIwMTBcLzEyXC9CQkEwMS0zNzEwNjItdjEtQV9OZXdfTW9kZWxfRm9yX0RlYWxpbmdfd2l0aF9QZXJzb25hbF9EZWJ0X3BkZi5wZGYiLCJ1c2VyIjpmYWxzZX0=
https://www.citizensadvice.org.uk/debt-and-money/help-with-debt/options-for-getting-out-of-debt/checking-your-options-for-getting-out-of-debt/
https://www.citizensadvice.org.uk/debt-and-money/help-with-debt/options-for-getting-out-of-debt/checking-your-options-for-getting-out-of-debt/
https://www.citizensadvice.org.uk/debt-and-money/help-with-debt/options-for-getting-out-of-debt/checking-your-options-for-getting-out-of-debt/
https://www.citizensadvice.org.uk/debt-and-money/help-with-debt/options-for-getting-out-of-debt/checking-your-options-for-getting-out-of-debt/
https://www.citizensadvice.org.uk/scotland/debt-and-money/help-with-debt/what-options-are-there-for-dealing-with-debt-s/
https://www.citizensadvice.org.uk/scotland/debt-and-money/help-with-debt/what-options-are-there-for-dealing-with-debt-s/
https://www.citizensadvice.org.uk/scotland/debt-and-money/help-with-debt/what-options-are-there-for-dealing-with-debt-s/
https://www.citizensadvice.org.uk/Global/Migrated_Documents/corporate/citizens-advice-s-response-to-the-insolvency-service-s-dro-call-for-evidence-final.pdf
https://www.citizensadvice.org.uk/Global/Migrated_Documents/corporate/citizens-advice-s-response-to-the-insolvency-service-s-dro-call-for-evidence-final.pdf
https://www.citizensadvice.org.uk/Global/Migrated_Documents/corporate/citizens-advice-s-response-to-the-insolvency-service-s-dro-call-for-evidence-final.pdf
https://www.citizensadvice.org.uk/Global/Migrated_Documents/corporate/citizens-advice-s-response-to-the-insolvency-service-s-dro-call-for-evidence-final.pdf
http://www.financialliteracy.gov.au/media/558644/report-problem-debt-a-report-commissioned-by-the-consumer-protection-partnershipa4305510.pdf
http://www.financialliteracy.gov.au/media/558644/report-problem-debt-a-report-commissioned-by-the-consumer-protection-partnershipa4305510.pdf
http://www.financialliteracy.gov.au/media/558644/report-problem-debt-a-report-commissioned-by-the-consumer-protection-partnershipa4305510.pdf
http://www.financialliteracy.gov.au/media/558644/report-problem-debt-a-report-commissioned-by-the-consumer-protection-partnershipa4305510.pdf
http://debtless.eu/wp-content/uploads/2012/01/Debt-Attitude-Survey-Analysis-UK.docx
http://debtless.eu/wp-content/uploads/2012/01/Debt-Attitude-Survey-Analysis-UK.docx
http://debtless.eu/wp-content/uploads/2012/01/Debt-Attitude-Survey-Analysis-UK.docx
http://www.demsa.co.uk/wp-content/uploads/2012/11/demsa-report-final-version.pdf
http://www.demsa.co.uk/wp-content/uploads/2012/11/demsa-report-final-version.pdf
http://www.demsa.co.uk/wp-content/uploads/2012/11/demsa-report-final-version.pdf

Review of the literature concerning the effectiveness of current debt solutions

ICF

INTERNATIONAL

Department for Business, Innovation and Skills. 2010. Over-
indebtedness in Britain: second follow-up report

https://www.gov.uk/government/uploads/system/u
ploads/attachment_data/file/36990/10-830-over-
indebtedness-second-report.pdf

Department for Business, Innovation and Skills, January
2015. Insolvency Proceedings: Debt relief orders and the
bankruptcy petition limit — Call for evidence

https://www.gov.uk/government/uploads/system/u
ploads/attachment_data/file/398279/Analysis_of r
esponses for internet - revised version -

23 January 2015.pdf

Disney, R., Bridges, S. and Gathergood, J. (2008), “Drivers
of Over-Indebtedness”, a report to BERR.

http://www.nottingham.ac.uk/economics/cpe/publi
cations/berrsep08.pdf

Financial Conduct Authority, June 2015. Quality of debt
management advice

http://www.fca.org.uk/static/fca/documents/tr15-
08.pdf

Financial Conduct Authority, April 2014. Consumer credit
and consumers in vulnerable circumstances

https://www.fca.org.uk/static/documents/research-
papers/consumer-credit-customers-vulnerable-
circumstances.pdf

Financial Conduct Authority, April 2014. Consumer Credit
Research: Payday Loans, Logbook Loans and Debt
Management Services

https://www.fca.org.uk/static/documents/research/
fca-esro-final-report-2014.pdf

Friends Provident Foundation. 2010. The Impact of
Independent Debt Advice Services on the UK Credit Industry

http://www.friendsprovidentfoundation.org/wp-
content/uploads/2013/03/Jackie_Wells -
Debt Advice - Full Report.pdf

Going Debt Free, October 2012. Avoiding Viable Debt
Solutions Due to Debt Stigma

http://www.goingdebtfree.co.uk/avoiding-viable-
debt-solutions-due-debt-stigma.html

IFF Research. 2011. User Needs from Debt Advice:
Individual and Stakeholder Views.

https://53b86a9de6dd4673612f-
c36ff983a9cc042683f46b699207946d.ssl.cf3.rack
cdn.com/research feb12 iff report.pdf

Institute for social and economic research, October 2010.
Over-indebtedness in Great Britain: an analysis using the
wealth and assets survey and household annual debtors
survey

https://www.gov.uk/government/uploads/system/u
ploads/attachment_data/file/31897/11-747-over-
indebtedness-in-great-britain-analysis.pdf

Kempson, E. (2002) ‘Over-indebtedness in Britain’, A report
to the Department of Trade and Industry

http://www.pfrc.bris.ac.uk/Reports/Overindebtedn
ess_Britain.pdf

Kempson E., McKay, S. and Willitts, M (2004)
‘Characteristics of families in debt and the nature of
indebtedness’, Department of Work and Pensions Research
Report 211, Leeds: Corporate Document Services

http://www.pfrc.bris.ac.uk/Reports/Characteristics.
pdf

Legal Services Research Centre, November 2008. Money
Advice Outreach Evaluation: Qualitative Outcomes for
Clients

http://www.bristol.ac.uk/media-
library/sites/geography/migrated/documents/pfrcO

813.pdf

Legal Services Research Centre. 2007. Assessing the
Impact of Advice for People with Debt Problems.

http://webarchive.nationalarchives.gov.uk/201102
16140603/http:/Isrc.org.uk/publications/bmrb.pdf

Legal Services Research Centre, April 2009. The
Experience of Money and Debt Problems in Rural Areas

http://webarchive.nationalarchives.gov.uk/201002
10214359/http://www.Isrc.org.uk/publicationslist.h
tml

London Economics. 2012. Study on means to protect
consumers in financial difficulty

http://ec.europa.eu/finance/finservices-
retail/docs/fsug/papers/debt_solutions report _en.

pdf

Money Advice Service. 2015. Best ways to pay off your
debts

Money Advice Service. 2015. Options for clearing your debt
(Northern Ireland)

Money Advice Service. 2015. Options for clearing your debt
(Scotland)

https://www.moneyadviceservice.org.uk/en/article
s/options-for-clearing-your-debts-england-and-
wales

https://www.moneyadviceservice.org.uk/en/article
s/options-for-clearing-your-debts-northern-ireland

https://www.moneyadviceservice.org.uk/en/article
s/options-for-clearing-your-debts-scotland

60


https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/36990/10-830-over-indebtedness-second-report.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/36990/10-830-over-indebtedness-second-report.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/36990/10-830-over-indebtedness-second-report.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/398279/Analysis_of_responses_for_internet_-_revised_version_-_23_January_2015.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/398279/Analysis_of_responses_for_internet_-_revised_version_-_23_January_2015.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/398279/Analysis_of_responses_for_internet_-_revised_version_-_23_January_2015.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/398279/Analysis_of_responses_for_internet_-_revised_version_-_23_January_2015.pdf
http://www.nottingham.ac.uk/economics/cpe/publications/berrsep08.pdf
http://www.nottingham.ac.uk/economics/cpe/publications/berrsep08.pdf
http://www.fca.org.uk/static/fca/documents/tr15-08.pdf
http://www.fca.org.uk/static/fca/documents/tr15-08.pdf
https://www.fca.org.uk/static/documents/research-papers/consumer-credit-customers-vulnerable-circumstances.pdf
https://www.fca.org.uk/static/documents/research-papers/consumer-credit-customers-vulnerable-circumstances.pdf
https://www.fca.org.uk/static/documents/research-papers/consumer-credit-customers-vulnerable-circumstances.pdf
https://www.fca.org.uk/static/documents/research/fca-esro-final-report-2014.pdf
https://www.fca.org.uk/static/documents/research/fca-esro-final-report-2014.pdf
http://www.friendsprovidentfoundation.org/wp-content/uploads/2013/03/Jackie_Wells_-_Debt_Advice_-_Full_Report.pdf
http://www.friendsprovidentfoundation.org/wp-content/uploads/2013/03/Jackie_Wells_-_Debt_Advice_-_Full_Report.pdf
http://www.friendsprovidentfoundation.org/wp-content/uploads/2013/03/Jackie_Wells_-_Debt_Advice_-_Full_Report.pdf
http://www.goingdebtfree.co.uk/avoiding-viable-debt-solutions-due-debt-stigma.html
http://www.goingdebtfree.co.uk/avoiding-viable-debt-solutions-due-debt-stigma.html
https://53b86a9de6dd4673612f-c36ff983a9cc042683f46b699207946d.ssl.cf3.rackcdn.com/research_feb12_iff_report.pdf
https://53b86a9de6dd4673612f-c36ff983a9cc042683f46b699207946d.ssl.cf3.rackcdn.com/research_feb12_iff_report.pdf
https://53b86a9de6dd4673612f-c36ff983a9cc042683f46b699207946d.ssl.cf3.rackcdn.com/research_feb12_iff_report.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/31897/11-747-over-indebtedness-in-great-britain-analysis.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/31897/11-747-over-indebtedness-in-great-britain-analysis.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/31897/11-747-over-indebtedness-in-great-britain-analysis.pdf
http://www.pfrc.bris.ac.uk/Reports/Overindebtedness_Britain.pdf
http://www.pfrc.bris.ac.uk/Reports/Overindebtedness_Britain.pdf
http://www.pfrc.bris.ac.uk/Reports/Characteristics.pdf
http://www.pfrc.bris.ac.uk/Reports/Characteristics.pdf
http://www.bristol.ac.uk/media-library/sites/geography/migrated/documents/pfrc0813.pdf
http://www.bristol.ac.uk/media-library/sites/geography/migrated/documents/pfrc0813.pdf
http://www.bristol.ac.uk/media-library/sites/geography/migrated/documents/pfrc0813.pdf
http://webarchive.nationalarchives.gov.uk/20110216140603/http:/lsrc.org.uk/publications/bmrb.pdf
http://webarchive.nationalarchives.gov.uk/20110216140603/http:/lsrc.org.uk/publications/bmrb.pdf
http://ec.europa.eu/finance/finservices-retail/docs/fsug/papers/debt_solutions_report_en.pdf
http://ec.europa.eu/finance/finservices-retail/docs/fsug/papers/debt_solutions_report_en.pdf
http://ec.europa.eu/finance/finservices-retail/docs/fsug/papers/debt_solutions_report_en.pdf
https://www.moneyadviceservice.org.uk/en/articles/options-for-clearing-your-debts-england-and-wales
https://www.moneyadviceservice.org.uk/en/articles/options-for-clearing-your-debts-england-and-wales
https://www.moneyadviceservice.org.uk/en/articles/options-for-clearing-your-debts-england-and-wales
https://www.moneyadviceservice.org.uk/en/articles/options-for-clearing-your-debts-northern-ireland
https://www.moneyadviceservice.org.uk/en/articles/options-for-clearing-your-debts-northern-ireland
https://www.moneyadviceservice.org.uk/en/articles/options-for-clearing-your-debts-scotland
https://www.moneyadviceservice.org.uk/en/articles/options-for-clearing-your-debts-scotland

Review of the literature concerning the effectiveness of current debt solutions

ICF

INTERNATIONAL

Money Advice Service. 2013. Personalising the debt sector -
A segmentation of the over-indebted population

https://53b86a9de6dd4673612f-
¢c36ff983a9cc042683f460699207946d.ssl.cf3.rack
cdn.com/personalising-the-debt-sector-a-
segmentation-of-the-over-indebted-

population november2013.pdf

Money Advice Service. 2013. Indebted lives: the
complexities of life in debt

https://53b86a9de6dd4673612f-
¢c36ff983a9cc042683f460699207946d.ssl.cf3.rack
cdn.com/cs-indebted-lives-the-complexities-of-
life-in-debt_november-2013.pdf

Money Advice Service. 2012. The effectiveness of debt
advice in the UK

https://53b86a9de6dd4673612f-
c36ff983a9cc042683f46b699207946d.ssl.cf3.rack
cdn.com/research-octl2-effectiveness-of-debt-
advice-from-yougov.pdf

Money Advice Service. 2012. Debt Advice in the UK

https://53b86a9de6dd4673612f-
c36ff983a9cc042683f46b699207946d.ssl.cf3.rack
cdn.com/research feb12 debt advice uk.pdf

Money Advice Service debt interventions. 2015. Research
debrief (unpublished)

Debrief of research into potential advice
interventions (unpublished, provided by MAS)

Money Advice Service. 2016. A Picture of Over-
indebtedness.

https://lwww.moneyadviceservice.org.uk/en/corpor
ate/a-picture-of-over-indebtedness

Money Advice Trust, October 2014. Debt relief orders and
the bankruptcy petition limit. (Money Advice Trust response)

http://www.moneyadvicetrust.org/SiteCollectionD
ocuments/Policy per cent20consultation per
cent20responses/Unilateral per
cent20responses/Money per cent20Advice per
cent20Trust per cent20response per cent20to per
cent20the per cent20Insolvency per
cent20Service per cent20DROs per cent20and
per cent20bankruptcy per cent20petitions per
cent20call per cent20for per cent20evidence.pdf

Money Advice Trust, Evolving our debt options to meet new
challenges

A summary of the roundtable discussions that
took place in September 2015, between not-for-
profit advice agencies, creditors, Government and
regulatory bodies (not published).

Money Advice Trust and the University of Nottingham. 2011.
Demand, Capacity and Need for Debt Advice in the United
Kingdom

http://www.moneyadvicetrust.org/SiteCollectionD
ocuments/Research per cent20and per
cent20reports/demand _and_capacity.pdf

Money Advice Trust. 2012. Sustaining debt repayments -
Experiences of people in informal repayment arrangements

http://www.moneyadvicetrust.org/SiteCollectionD
ocuments/Research per cent20and per
cent20reports/sustainable _debt repayments |
bg__mat _november 2012 2.pdf

Money Advice Trust. 2014. Changing household budgets —
supporting the UK’s economic recovery.

https://www.nationaldebtline.org/EW/Documents/
Changing per cent20household per
cent20budgets.pdf

National Audit Office. 2010. Helping over-indebted
consumers

https://www.nao.org.uk/wp-
content/uploads/2010/02/0910292.pdf

National Debtline. 2015. 10 ways to clear your debt

https://www.nationaldebtline.org/EW/information/1
0 per cent20ways per cent20to per cent20clear
per cent20your per
cent20debt/Pages/default.aspx#

Nldirect. 2015. Debt repayment options - a guide

http://www.nidirect.gov.uk/debt-repayment-
options-a-quide

Office of Fair Trading, 2010. Debt management guidance
compliance review

http://webarchive.nationalarchives.gov.uk/201404
02161734/http://oft.gov.uk/shared_oft/business_le
aflets/credit_licences/oft366rev.pdf

61


https://53b86a9de6dd4673612f-c36ff983a9cc042683f46b699207946d.ssl.cf3.rackcdn.com/personalising-the-debt-sector-a-segmentation-of-the-over-indebted-population_november2013.pdf
https://53b86a9de6dd4673612f-c36ff983a9cc042683f46b699207946d.ssl.cf3.rackcdn.com/personalising-the-debt-sector-a-segmentation-of-the-over-indebted-population_november2013.pdf
https://53b86a9de6dd4673612f-c36ff983a9cc042683f46b699207946d.ssl.cf3.rackcdn.com/personalising-the-debt-sector-a-segmentation-of-the-over-indebted-population_november2013.pdf
https://53b86a9de6dd4673612f-c36ff983a9cc042683f46b699207946d.ssl.cf3.rackcdn.com/personalising-the-debt-sector-a-segmentation-of-the-over-indebted-population_november2013.pdf
https://53b86a9de6dd4673612f-c36ff983a9cc042683f46b699207946d.ssl.cf3.rackcdn.com/personalising-the-debt-sector-a-segmentation-of-the-over-indebted-population_november2013.pdf
https://53b86a9de6dd4673612f-c36ff983a9cc042683f46b699207946d.ssl.cf3.rackcdn.com/cs-indebted-lives-the-complexities-of-life-in-debt_november-2013.pdf
https://53b86a9de6dd4673612f-c36ff983a9cc042683f46b699207946d.ssl.cf3.rackcdn.com/cs-indebted-lives-the-complexities-of-life-in-debt_november-2013.pdf
https://53b86a9de6dd4673612f-c36ff983a9cc042683f46b699207946d.ssl.cf3.rackcdn.com/cs-indebted-lives-the-complexities-of-life-in-debt_november-2013.pdf
https://53b86a9de6dd4673612f-c36ff983a9cc042683f46b699207946d.ssl.cf3.rackcdn.com/cs-indebted-lives-the-complexities-of-life-in-debt_november-2013.pdf
https://53b86a9de6dd4673612f-c36ff983a9cc042683f46b699207946d.ssl.cf3.rackcdn.com/research-oct12-effectiveness-of-debt-advice-from-yougov.pdf
https://53b86a9de6dd4673612f-c36ff983a9cc042683f46b699207946d.ssl.cf3.rackcdn.com/research-oct12-effectiveness-of-debt-advice-from-yougov.pdf
https://53b86a9de6dd4673612f-c36ff983a9cc042683f46b699207946d.ssl.cf3.rackcdn.com/research-oct12-effectiveness-of-debt-advice-from-yougov.pdf
https://53b86a9de6dd4673612f-c36ff983a9cc042683f46b699207946d.ssl.cf3.rackcdn.com/research-oct12-effectiveness-of-debt-advice-from-yougov.pdf
https://53b86a9de6dd4673612f-c36ff983a9cc042683f46b699207946d.ssl.cf3.rackcdn.com/research_feb12_debt_advice_uk.pdf
https://53b86a9de6dd4673612f-c36ff983a9cc042683f46b699207946d.ssl.cf3.rackcdn.com/research_feb12_debt_advice_uk.pdf
https://53b86a9de6dd4673612f-c36ff983a9cc042683f46b699207946d.ssl.cf3.rackcdn.com/research_feb12_debt_advice_uk.pdf
http://www.moneyadvicetrust.org/SiteCollectionDocuments/Policy%20consultation%20responses/Unilateral%20responses/Money%20Advice%20Trust%20response%20to%20the%20Insolvency%20Service%20DROs%20and%20bankruptcy%20petitions%20call%20for%20evidence.pdf
http://www.moneyadvicetrust.org/SiteCollectionDocuments/Policy%20consultation%20responses/Unilateral%20responses/Money%20Advice%20Trust%20response%20to%20the%20Insolvency%20Service%20DROs%20and%20bankruptcy%20petitions%20call%20for%20evidence.pdf
http://www.moneyadvicetrust.org/SiteCollectionDocuments/Policy%20consultation%20responses/Unilateral%20responses/Money%20Advice%20Trust%20response%20to%20the%20Insolvency%20Service%20DROs%20and%20bankruptcy%20petitions%20call%20for%20evidence.pdf
http://www.moneyadvicetrust.org/SiteCollectionDocuments/Policy%20consultation%20responses/Unilateral%20responses/Money%20Advice%20Trust%20response%20to%20the%20Insolvency%20Service%20DROs%20and%20bankruptcy%20petitions%20call%20for%20evidence.pdf
http://www.moneyadvicetrust.org/SiteCollectionDocuments/Policy%20consultation%20responses/Unilateral%20responses/Money%20Advice%20Trust%20response%20to%20the%20Insolvency%20Service%20DROs%20and%20bankruptcy%20petitions%20call%20for%20evidence.pdf
http://www.moneyadvicetrust.org/SiteCollectionDocuments/Policy%20consultation%20responses/Unilateral%20responses/Money%20Advice%20Trust%20response%20to%20the%20Insolvency%20Service%20DROs%20and%20bankruptcy%20petitions%20call%20for%20evidence.pdf
http://www.moneyadvicetrust.org/SiteCollectionDocuments/Policy%20consultation%20responses/Unilateral%20responses/Money%20Advice%20Trust%20response%20to%20the%20Insolvency%20Service%20DROs%20and%20bankruptcy%20petitions%20call%20for%20evidence.pdf
http://www.moneyadvicetrust.org/SiteCollectionDocuments/Policy%20consultation%20responses/Unilateral%20responses/Money%20Advice%20Trust%20response%20to%20the%20Insolvency%20Service%20DROs%20and%20bankruptcy%20petitions%20call%20for%20evidence.pdf
http://www.moneyadvicetrust.org/SiteCollectionDocuments/Policy%20consultation%20responses/Unilateral%20responses/Money%20Advice%20Trust%20response%20to%20the%20Insolvency%20Service%20DROs%20and%20bankruptcy%20petitions%20call%20for%20evidence.pdf
http://www.moneyadvicetrust.org/SiteCollectionDocuments/Research%20and%20reports/demand_and_capacity.pdf
http://www.moneyadvicetrust.org/SiteCollectionDocuments/Research%20and%20reports/demand_and_capacity.pdf
http://www.moneyadvicetrust.org/SiteCollectionDocuments/Research%20and%20reports/demand_and_capacity.pdf
http://www.moneyadvicetrust.org/SiteCollectionDocuments/Research%20and%20reports/sustainable_debt_repayments___lbg__mat_november_2012_2.pdf
http://www.moneyadvicetrust.org/SiteCollectionDocuments/Research%20and%20reports/sustainable_debt_repayments___lbg__mat_november_2012_2.pdf
http://www.moneyadvicetrust.org/SiteCollectionDocuments/Research%20and%20reports/sustainable_debt_repayments___lbg__mat_november_2012_2.pdf
http://www.moneyadvicetrust.org/SiteCollectionDocuments/Research%20and%20reports/sustainable_debt_repayments___lbg__mat_november_2012_2.pdf
https://www.nationaldebtline.org/EW/Documents/Changing%20household%20budgets.pdf
https://www.nationaldebtline.org/EW/Documents/Changing%20household%20budgets.pdf
https://www.nationaldebtline.org/EW/Documents/Changing%20household%20budgets.pdf
https://www.nao.org.uk/wp-content/uploads/2010/02/0910292.pdf
https://www.nao.org.uk/wp-content/uploads/2010/02/0910292.pdf
https://www.nationaldebtline.org/EW/information/10%20ways%20to%20clear%20your%20debt/Pages/default.aspx
https://www.nationaldebtline.org/EW/information/10%20ways%20to%20clear%20your%20debt/Pages/default.aspx
https://www.nationaldebtline.org/EW/information/10%20ways%20to%20clear%20your%20debt/Pages/default.aspx
https://www.nationaldebtline.org/EW/information/10%20ways%20to%20clear%20your%20debt/Pages/default.aspx
http://www.nidirect.gov.uk/debt-repayment-options-a-guide
http://www.nidirect.gov.uk/debt-repayment-options-a-guide

Review of the literature concerning the effectiveness of current debt solutions

ICF

INTERNATIONAL

Oxera, March 2007. Individual Voluntary Arrangements:
cashing in on consumer debt?

http://www.oxera.com/Oxera/media/Oxera/downlo
ads/Agenda/Individual-voluntary-
arrangements.pdf?ext=.pdf

Personal Finance Research Centre, University of Bristol,
June 2009. An independent review of the fee-charging debt
management industry

http://www.bristol.ac.uk/media-
library/sites/geography/migrated/documents/pfrcO

907.pdf
ICF holds the document

Public Policy Institute for Wales, May 2014. Overview of
indebtedness, low income and financial exclusion

http://ppiw.org.uk/files/2014/01/Indebtedness-in-
Wales1.pdf

PwC. 2009. Insolvency in Brief

https://www.pwc.co.uk/assets/pdf/insolvency-in-
brief.pdf

R3. 2014. The Personal Insolvency Landscape - A way
forward for formal debt relief

https://www.r3.org.uk/media/documents/policy/pol
icy papers/personal _insolvency/R3 Personal Ins
olvency Landscape Jan 2014.pdf

R3. 2012. Personal Debt Snapshot: Afraid to take advice?

https://www.r3.org.uk/media/documents/policy/res
earch reports/personal debt snap/R3-Personal-
Debt-Snapshot-Wave-7-2012.pdf

R3, April 2010. Debt and insolvency: the full picture.

https://www.r3.org.uk/media/documents/policy/pol
icy papers/personal _insolvency/R3 Debt Insolve
ncy Paper D4 March 15th.pdf

R3, October 2014. Debt Relief Order/Bankruptcy rules
should be changed, says R3

R3, January 2015 Bankruptcy and Debt Relief changes — R3
comments

https://www.r3.org.uk/index.cfim?page=1114&ele
ment=20198
https://www.r3.org.uk/index.cfm?page=1114&ele
ment=20328

R3. 2014. Debt Relief Orders

http://www.insolvencyandrecovery.co.uk/wp-
content/uploads/2014/11/R3-Debt-Relief-

Order.pdf

R3. 2010. Debt Management Plans

https://www.r3.org.uk/media/documents/policy/pol
icy papers/personal_insolvency/Debt Manageme
nt Plans Feb 2010.pdf

R3. 2009. Debt Management Schemes — delivering effective
and balanced solutions for debtors and creditors

https://www.r3.org.uk/media/documents/policy/co
nsultation _subs/DMP per cent20Consultation.pdf

R3. N.d. Briefing on Individual Voluntary Arrangements
(IVAs)

https://www.r3.org.uk/media/documents/publicatio
ns/press/IVA Briefing.pdf

StepChange. 2014. Statistics Yearbook — Personal Debt
2014 (earlier versions available online)

http://www.stepchange.org/Portals/0/documents/
media/reports/statisticsyearbooks/StepChangeDe
btCharityStatisticsYearbook2014.pdf

StepChange, November 2012. Working households’
experiences of debt problems.

https://www.stepchange.org/Portals/0/Documents
/media/reports/Bristol _Report.pdf

The Centre for Social Justice. 2015. Future finance - A new
approach to financial capability

http://www.centreforsocialjustice.org.uk/UserStora
qge/pdf/Pdf per cent20reports/CSJ---Future-

Finance.pdf

The Centre for Social Justice. 2013. Maxed out - Serious
personal debt in Britain

http://www.centreforsocialjustice.org.uk/UserStora

ge/pdf/Pdf per
cent20reports/CSJ Serious Debt _report WEB _fi

nal.pdf

The Debt Resolution Forum. 2012. Debt Resolution in the
UK

The Financial Inclusion Centre. 2011. Debt and the Family
Series - Debt and the generations

The Insolvency Service. 2015. Individual Voluntary
Arrangements: Outcome Status of New Cases Registered
Between 1990 and 2014, England & Wales

The Insolvency Service. 2015. Insolvency Statistics

http://www.debtresolutionforum.org.uk/wp-
content/uploads/market-size.pdf

http://www.stepchange.org/Portals/0/Documents/
media/reports/additionalreports/Report_Debt _and
the generations.pdf

https://www.gov.uk/government/uploads/system/u
ploads/attachment_data/file/471939/IVA_Outcom
es 2015 - web.pdf

ttps://www.gov.uk/government/uploads/system/up
loads/attachment_data/file/448858/Q2 2015 stati
stics_release - web.pdf

62


http://www.oxera.com/Oxera/media/Oxera/downloads/Agenda/Individual-voluntary-arrangements.pdf?ext=.pdf
http://www.oxera.com/Oxera/media/Oxera/downloads/Agenda/Individual-voluntary-arrangements.pdf?ext=.pdf
http://www.oxera.com/Oxera/media/Oxera/downloads/Agenda/Individual-voluntary-arrangements.pdf?ext=.pdf
http://www.bristol.ac.uk/media-library/sites/geography/migrated/documents/pfrc0907.pdf%20ICF%20holds%20the%20document
http://www.bristol.ac.uk/media-library/sites/geography/migrated/documents/pfrc0907.pdf%20ICF%20holds%20the%20document
http://www.bristol.ac.uk/media-library/sites/geography/migrated/documents/pfrc0907.pdf%20ICF%20holds%20the%20document
http://www.bristol.ac.uk/media-library/sites/geography/migrated/documents/pfrc0907.pdf%20ICF%20holds%20the%20document
http://ppiw.org.uk/files/2014/01/Indebtedness-in-Wales1.pdf
http://ppiw.org.uk/files/2014/01/Indebtedness-in-Wales1.pdf
https://www.pwc.co.uk/assets/pdf/insolvency-in-brief.pdf
https://www.pwc.co.uk/assets/pdf/insolvency-in-brief.pdf
https://www.r3.org.uk/media/documents/policy/policy_papers/personal_insolvency/R3_Personal_Insolvency_Landscape_Jan_2014.pdf
https://www.r3.org.uk/media/documents/policy/policy_papers/personal_insolvency/R3_Personal_Insolvency_Landscape_Jan_2014.pdf
https://www.r3.org.uk/media/documents/policy/policy_papers/personal_insolvency/R3_Personal_Insolvency_Landscape_Jan_2014.pdf
https://www.r3.org.uk/media/documents/policy/research_reports/personal_debt_snap/R3-Personal-Debt-Snapshot-Wave-7-2012.pdf
https://www.r3.org.uk/media/documents/policy/research_reports/personal_debt_snap/R3-Personal-Debt-Snapshot-Wave-7-2012.pdf
https://www.r3.org.uk/media/documents/policy/research_reports/personal_debt_snap/R3-Personal-Debt-Snapshot-Wave-7-2012.pdf
https://www.r3.org.uk/media/documents/policy/policy_papers/personal_insolvency/R3_Debt_Insolvency_Paper_D4_March_15th.pdf
https://www.r3.org.uk/media/documents/policy/policy_papers/personal_insolvency/R3_Debt_Insolvency_Paper_D4_March_15th.pdf
https://www.r3.org.uk/media/documents/policy/policy_papers/personal_insolvency/R3_Debt_Insolvency_Paper_D4_March_15th.pdf
http://www.insolvencyandrecovery.co.uk/wp-content/uploads/2014/11/R3-Debt-Relief-Order.pdf
http://www.insolvencyandrecovery.co.uk/wp-content/uploads/2014/11/R3-Debt-Relief-Order.pdf
http://www.insolvencyandrecovery.co.uk/wp-content/uploads/2014/11/R3-Debt-Relief-Order.pdf
https://www.r3.org.uk/media/documents/policy/policy_papers/personal_insolvency/Debt_Management_Plans_Feb_2010.pdf
https://www.r3.org.uk/media/documents/policy/policy_papers/personal_insolvency/Debt_Management_Plans_Feb_2010.pdf
https://www.r3.org.uk/media/documents/policy/policy_papers/personal_insolvency/Debt_Management_Plans_Feb_2010.pdf
https://www.r3.org.uk/media/documents/policy/consultation_subs/DMP%20Consultation.pdf
https://www.r3.org.uk/media/documents/policy/consultation_subs/DMP%20Consultation.pdf
https://www.r3.org.uk/media/documents/publications/press/IVA_Briefing.pdf
https://www.r3.org.uk/media/documents/publications/press/IVA_Briefing.pdf
http://www.stepchange.org/Portals/0/documents/media/reports/statisticsyearbooks/StepChangeDebtCharityStatisticsYearbook2014.pdf
http://www.stepchange.org/Portals/0/documents/media/reports/statisticsyearbooks/StepChangeDebtCharityStatisticsYearbook2014.pdf
http://www.stepchange.org/Portals/0/documents/media/reports/statisticsyearbooks/StepChangeDebtCharityStatisticsYearbook2014.pdf
https://www.stepchange.org/Portals/0/Documents/media/reports/Bristol_Report.pdf
https://www.stepchange.org/Portals/0/Documents/media/reports/Bristol_Report.pdf
http://www.centreforsocialjustice.org.uk/UserStorage/pdf/Pdf%20reports/CSJ---Future-Finance.pdf
http://www.centreforsocialjustice.org.uk/UserStorage/pdf/Pdf%20reports/CSJ---Future-Finance.pdf
http://www.centreforsocialjustice.org.uk/UserStorage/pdf/Pdf%20reports/CSJ---Future-Finance.pdf
http://www.centreforsocialjustice.org.uk/UserStorage/pdf/Pdf%20reports/CSJ_Serious_Debt_report_WEB_final.pdf
http://www.centreforsocialjustice.org.uk/UserStorage/pdf/Pdf%20reports/CSJ_Serious_Debt_report_WEB_final.pdf
http://www.centreforsocialjustice.org.uk/UserStorage/pdf/Pdf%20reports/CSJ_Serious_Debt_report_WEB_final.pdf
http://www.centreforsocialjustice.org.uk/UserStorage/pdf/Pdf%20reports/CSJ_Serious_Debt_report_WEB_final.pdf
http://www.debtresolutionforum.org.uk/wp-content/uploads/market-size.pdf
http://www.debtresolutionforum.org.uk/wp-content/uploads/market-size.pdf
http://www.stepchange.org/Portals/0/Documents/media/reports/additionalreports/Report_Debt_and_the_generations.pdf
http://www.stepchange.org/Portals/0/Documents/media/reports/additionalreports/Report_Debt_and_the_generations.pdf
http://www.stepchange.org/Portals/0/Documents/media/reports/additionalreports/Report_Debt_and_the_generations.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/471939/IVA_Outcomes_2015_-_web.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/471939/IVA_Outcomes_2015_-_web.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/471939/IVA_Outcomes_2015_-_web.pdf

Review of the literature concerning the effectiveness of current debt solutions

ICF

INTERNATIONAL

The Money Charity. 2015. The Money Statistics December
2015. (earlier versions available)

http://themoneycharity.org.uk/money-statistics/

The University of Nottingham. 2009. Understanding
consumer over-indebtedness using counselling sector data:
Scoping Study

https://www.gov.uk/government/uploads/system/u
ploads/attachment_data/file/37006/10-627-
consumer-over-indebtedness-counselling-data-

scoping-study.pdf

The Scottish Government. 2016. Balancing your budget to
stay out of debt (Blog relating to Scotland’s Financial Health
Service and its ‘Balance Your Budget’ campaign)

https://blogs.gov.scot/marketing/2016/02/03/balan
cing-your-budget-to-stay-out-of-debt/

This is Money. 2010. Debt and bankruptcy 'no longer
shameful’

http://www.thisismoney.co.uk/money/cardsloans/a
rticle-1707214/Debt-and-bankruptcy-no-longer-
shameful.html

UK Government. 2015. Options for paying off your debts

https://www.gov.uk/options-for-paying-off-your-
debts/overview

University of Bristol, February 2008. Towards a common
operational European definition of over-indebtedness

http://www.bris.ac.uk/media-
library/sites/geography/migrated/documents/pfrcO

805.pdf

University of Bristol. 2014. The over-indebtedness of
European household

http://www.bris.ac.uk/geography/research/pfrc/the
mes/credit-debt/over-indebtedness-european-
households.html

University of Bristol - Personal Finance Research Centre.
2011. Understanding financial difficulty

http://www.infohub.moneyadyvicetrust.org/content
files/files/understanding_financial difficulty.pdf

Warwick Institute for Employment Research. 2014. The
long-term impact of debt advice on low income households
YEAR 1

http://www2.warwick.ac.uk/fac/soc/ier/research/de
bt/wp2yearlreport.pdf

Warwick Institute for Employment Research. 2014. The
long-term impact of debt advice on low income households
YEAR 2

http://www2.warwick.ac.uk/fac/socl/ier/research/de
bt/wp3year2reportinclexecsum.pdf

Warwick Institute for Employment Research. 2014. The
long-term impact of debt advice on low income households
YEAR 3

http://www2.warwick.ac.uk/fac/soclier/research/de
bt/year 3 report.pdf

Zero-Credit. 2012. Pricing and Fee Examples - Mystery
Shopping: Debt 9

http://www.zero-
credit.co.uk/uploads/7/0/7/0/7070694/msd9.pdf

63


http://themoneycharity.org.uk/money-statistics/
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/37006/10-627-consumer-over-indebtedness-counselling-data-scoping-study.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/37006/10-627-consumer-over-indebtedness-counselling-data-scoping-study.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/37006/10-627-consumer-over-indebtedness-counselling-data-scoping-study.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/37006/10-627-consumer-over-indebtedness-counselling-data-scoping-study.pdf
http://www.thisismoney.co.uk/money/cardsloans/article-1707214/Debt-and-bankruptcy-no-longer-shameful.html
http://www.thisismoney.co.uk/money/cardsloans/article-1707214/Debt-and-bankruptcy-no-longer-shameful.html
http://www.thisismoney.co.uk/money/cardsloans/article-1707214/Debt-and-bankruptcy-no-longer-shameful.html
http://www.bris.ac.uk/media-library/sites/geography/migrated/documents/pfrc0805.pdf
http://www.bris.ac.uk/media-library/sites/geography/migrated/documents/pfrc0805.pdf
http://www.bris.ac.uk/media-library/sites/geography/migrated/documents/pfrc0805.pdf
http://www.bris.ac.uk/geography/research/pfrc/themes/credit-debt/over-indebtedness-european-households.html
http://www.bris.ac.uk/geography/research/pfrc/themes/credit-debt/over-indebtedness-european-households.html
http://www.bris.ac.uk/geography/research/pfrc/themes/credit-debt/over-indebtedness-european-households.html
http://www.infohub.moneyadvicetrust.org/contributors.asp?pub_id=468
http://www.infohub.moneyadvicetrust.org/contributors.asp?pub_id=468
http://www.infohub.moneyadvicetrust.org/content_files/files/understanding_financial_difficulty.pdf
http://www.infohub.moneyadvicetrust.org/content_files/files/understanding_financial_difficulty.pdf
http://www2.warwick.ac.uk/fac/soc/ier/research/debt/wp2year1report.pdf
http://www2.warwick.ac.uk/fac/soc/ier/research/debt/wp2year1report.pdf
http://www2.warwick.ac.uk/fac/soc/ier/research/debt/wp3year2reportinclexecsum.pdf
http://www2.warwick.ac.uk/fac/soc/ier/research/debt/wp3year2reportinclexecsum.pdf
http://www2.warwick.ac.uk/fac/soc/ier/research/debt/year_3_report.pdf
http://www2.warwick.ac.uk/fac/soc/ier/research/debt/year_3_report.pdf
http://www.zero-credit.co.uk/uploads/7/0/7/0/7070694/msd9.pdf
http://www.zero-credit.co.uk/uploads/7/0/7/0/7070694/msd9.pdf

