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Preface

The Legal Services Research Centre (LSRC) is the independent research division of the
Legal Services Commission (LSC), the public body responsible for providing legal aid in
England and Wales. The LSRC has a broad remit to conduct strategic research in the civil
and criminal justice fields. In autumn 2004, it commissioned BMRB Social Research to
conduct qualitative interviews on the experience of debt problems and the impact of debt
advice.

This work was one of four complementary studies that investigated the broad impact of debt
advice. In addition to BMRB’s qualitative interviews, a follow-up study of advice agency
clients, analysis of data from the 2004 English and Welsh Civil and Social Justice Survey
and a random control trial of the offer of debt advice were conducted. The Department for
Constitutional Affairs, now Ministry of Justice, funded the Impact of Debt Advice Research
Project.

The LSRC published an overall project report in March 2007, with key results and
implications from all four studies.! This included key findings drawn from this detailed study
report.

The study report focuses very much on the voices of those who experience debt problems.
The positive difference debt advice can make to people’s lives is highlighted in quotes and
case studies, as is the often devastating impact debt problems have on individuals and those
close to them. Suggestions from the perspective of those experiencing money difficulties on
what can be done to help people with debt problems are also included.

The report does not seek to situate the findings within current legal and policy contexts, but
rather to present the particular perspective of those affected by debt. It should be of interest
to a wide range of readers: policy makers, practitioners, academic and other researchers,
and members of the third sector.

We would like to thank Caroline Turley, of BMRB Social Research, and Clarissa White, now
at the National Centre for Social Research, for conducting the qualitative interviews and
analysing and reporting on the data. We would also like to thank the forty-two participants in
this study for providing their time and insights so that services for people in debt might
continue to be improved.

Alexy Buck, Legal Services Research Centre

' Pascoe Pleasence, Alexy Buck, Nigel J. Balmer and Kim Williams (2007) A Helping Hand: The
Impact of Debt Advice on People’s Lives, available from www.Isrc.org.uk/publications.
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Executive Summary

In recent years Government policy has concentrated its focus on the number of people
who have debt problems and strategies to tackle the cost and impact of this. Anecdotal
evidence emphasises the value of information, advice and counselling in helping
people deal with their debts and overcoming their immediate problems. To date,
however, there has been no substantial empirical evidence to demonstrate this link
conclusively.

In order to remedy this omission the Legal Services Research Centre (LSRC) is
carrying out a programme of research to investigate the role and impact of advice. As
part of this work BMRB was commissioned to carry out qualitative research with a
sample of people identified in the 2004 English and Welsh Civil and Social Justice
Survey as having a money problem.

Aims

The primary aim of this research was to assess the role and value of advice for people
with a debt problem. Specifically, it explored the following areas:

¢ The range and type of debt problems being reported; and their causes;

¢ The way in which debt problems had been dealt with; the reasons for choosing
a particular response or action; and the consequences of this;

o The nature of any advice and/ or support received; views about and impacts of
this;

o Reflections on the range of help that exists and suggestions for changes/
improvements to the advice provided.

Methodology

Forty two face to face depth interviews were carried out with a sample of people across
England and Wales between April and June 2005. The sample of respondents was
recruited from the 82 respondents who reported a money problem in the 2004 English
and Welsh Civil and Social Justice Survey and were also willing to be re-contacted.

Debt problem experienced

The nature and extent of the debt problem experienced by respondents varied greatly
and it was common for a respondent to have acquired debts with a number of creditors,
for different amounts. The type of debts reported covered credit or store card debt,
rent arrears, council tax debt, debts to public utilities, family or friends and debts to
money lending companies.
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Debt problems were rarely attributed to one isolated cause. Instead it was more
common for respondents to discuss a cycle of debt during which the causes mounted
and increased. Broadly there seemed to be three different causes of debt; changing
circumstances; (which included unemployment or change in employment; iliness;
bereavement and separation from a partner) money management (including poor
money management and lack of understanding regarding managing finances) and
creditor behaviour.

Generally respondents became aware of their debt problem when they received letters
or phone calls from their creditors notifying them that they owed money. On rare
occasions respondents reported only becoming aware of their debt or the extent of
their debt when they were visited by bailiffs or when they received a CCJ in the post.

Views of the severity of the debt problem were unique to the respondent’s particular
situation and perhaps surprisingly, did not necessarily correspond to the amount of
money they were in debt for. A number of factors affected views about a debt problem
including; their confidence as to whether the problem could be resolved, their
perception of their debt, the way a creditor had responded, previous experience of debt
and the stage they had reached in addressing their debt problem.

Impacts of debt

The impacts of debt affected respondents’ relationships with their family and friends;
health; employment and education; lifestyle and their plans for the future. The extent to
which the debt problem impacted on respondents depended on how seriously they
perceived their debts to be.

The stress experienced by those with a debt problem frequently impacted on
relationships between the respondent and their family and friends. Debts contributed
to arguments and tension within the home, especially between partners, where at its
most extreme it could cause separation. Respondents also described their debt
problem as having a very negative impact on their relationships with their children.
These impacts illustrate how debt can lead to feelings of guilt and loss of self-esteem.

Respondents experienced both physical and emotional health problems as a result of
their debt problem. Most commonly reported conditions were stress and anxiety. It
also exacerbated pre-existing health conditions, such as IBS and post-natal
depression. In more exceptional circumstances, respondents had been treated for
clinical depression and received help from mental health professionals.

For those in employment, money problems had sometimes resulted in people either
working more than they did prior to them getting into debt, or less. Requests to work
extra hours could in turn impact on the health of respondents, as doing so over a long
period of time was physically and emotionally draining. Those who worked less as a
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result of their debt had taken time off work due to depression which had compounded
by their debts. Respondents in education reported how their debts had resulted in
them being unable to pay their tuition fees and falling behind with their work, when they
had to take on paid employment.

Due to having to live on a restricted budget, it was typical for respondents to report that
they had to curtail their lifestyle. Debt also proved to be a very isolating experience;
respondents described losing touch with friends as they could not afford to go out
socially. Not being able to afford social activities exacerbated their feelings of stress.

The stress created by having a debt problem often meant respondents did not plan for
the future. Also, financial transactions had been blocked when they tried to open a
bank account or take out a mortgage due to their poor credit rating. For younger
respondents there were concerns how these financial issues, such as not being able to
get a mortgage, would affect their future with regards to starting a family.

Responses to debt

Respondents tended to take action after receiving some form of correspondence from
their creditor. At this point, respondents either contacted the creditor themselves or
asked someone to do it on their behalf, or they ignored the creditor's correspondence
entirely. Where contact was made a proposed payment plan was suggested.

Respondents who ignored letters or avoided phone calls from creditors did not consider
their debt problem to be serious, or assumed they would resolve it themselves. There
were also respondents who felt powerless to do anything as they did not have any
money to repay their debt.

Another strategy adopted was to find additional income to help pay debts through
borrowing money, finding work, increasing earnings and claiming benefits. Another
approach was to manage money by prioritising payments, reducing the use of services,
and curtailing living expenditure.

Advice seeking

Advice was taken to refer to any kind of discussion that people may have had in
relation to financial matters so included requests for factual information, advice about
financial issues and emotional support. It could also relate to formal or informal advice.

The decision to seek advice and the type of help chosen was driven by
recommendation of family, friends or a respected professional; previous experience of
seeking advice; personal connections; perceptions about the type of advice available;
cost of advice; and media campaigns. The main motivations for seeking advice
included: encouragement from others; desperation for help; need for information;
desire to reduce debt and a need for someone to talk to.
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Typically the CAB was the main source of formal advice mentioned by respondents.
Otherwise advice had been sought from a bank or building society, and a local council
office. More exceptionally, formal advice had been sought from a solicitor about a
court case stemming from a debt problem, a student advice centre, the Samaritans or
the respondent’'s GP. Formal advice or assistance took a number of different forms:
developing a payment plan; dealing with creditors; information about benefit
entittements; referral to specialist services; legal advice or representation; and
emotional support or counselling.

In addition to formal advice respondents often spoke more informally about their
problems to family and friends. For those who discussed their debt problem, advice
had been sought from family and friends for all types of debt. Occasionally informal
advice was sought from work colleagues, college tutors, a landlord, flat mate and the
church. Informal advice took a number of different forms; emotional support; money
saving tips; how to deal with bailiffs; help with writing letters to creditors and legal
advice.

There were respondents that did not seek or receive advice of any nature, however
informal. Personal barriers were very significant in preventing respondents seeking
both formal and informal advice. Feelings of shame and embarrassment could have a
very disabling effect and often discouraged respondents from discussing their problem.
In view of the low awareness and knowledge about sources of advice it is not
surprising that this was also cited as a barrier to seeking formal advice. The
inaccessibility of certain organisations, particularly the CAB, was also identified as a
barrier to advice seeking.

Views and impacts of advice

Advice was assessed in relation to how useful, comprehensive and accessible it had
been. In circumstances where the advice had a positive impact on the respondent’s
emotional outlook, financial situation or the respondent’s confidence in communicating
with creditors, then, not surprisingly, it was assessed positively.

Generally respondents considered the advice given by the CAB to be helpful, accurate,
thorough and comprehensive. However, respondents sometimes rationalised that
there is a limit to what can be expected of a service such as the CAB. Informal advice
was less likely to be described as fully comprehensive, but was nonetheless generally
considered helpful. Accessibility was assessed in terms of how easy it was to get an
appointment with the advice provider and how clearly the advice was delivered. When
given, clarity of information was welcomed and appreciated. The physical accessibility
of the CAB, however, was considered to be lacking.

Where sought, advice clearly had a very beneficial impact on respondents’ emotional
outlook. Receiving advice also helped increase levels of knowledge and confidence
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about how to tackle a debt problem, and respondents felt better equipped to negotiate
with creditors alone. Seeking advice had also importantly improved a respondent’s
financial situation by helping to calculate realistic and affordable payment plans.

Not all respondents felt the advice they were given had made an impact. This was
reported in the following circumstances: where a person had not been told anything
new; if the advice source had not been able to offer any practical solutions to a debt
problem; if the advice was considered implausible to follow and if the financial situation
of the person had deteriorated after seeking advice.

Reflections on the role and use of debt information and advice

Irrespective of their individual circumstances, respondents voiced the need for
information and advice services and identified a wide range of ways people with debt
problems could be assisted. Their suggestions can be grouped into three categories:
factual information; advice and guidance; and emotional support. It was felt that advice
should be given by a trusted source and in an independent, impartial and accessible
way.

Respondents suggested that advice should be delivered in a combination of ways: face
to face; by telephone and internet, and less commonly, written advice in the form of
leaflets or newspaper articles. Due to the lack of awareness about where information
and advice could be obtained, the need for greater promotion was clearly endorsed. It
was suggested that promotion should make it explicit that advice will cater for anybody
regardless of their financial situation or age. Suggestions for promotion covered a
range of the typical sources including: the media; alongside product advertising; on
bills; telephone directories; payslips and council newsletters.

Conclusions

e The degree of clarity and detail in which people were able to recount their
money difficulties and experiences varied. This has implications for the amount
of time advisory services need in order to fully assess customers’ problems and
to provide advice which meets their needs.

o Views about a debt problem did not necessarily correspond to the amount of
money people were in debt for, but were affected by how confident a person
was that their problem would be resolved, comparisons drawn with other people
who are in debt, the way a creditor had responded to the debt, and previous
experience of debt. This emphasises the importance of advice services
promoting their services to anyone who is in debt no matter how large or small
the sum is.



The wide reaching impacts for people that get into money difficulties bolsters
the case for developing or expanding existing advice services so that they are
equipped to deal with a range of emotional, personal and financial issues. At
the same time they need to have a good grounding of technical and complex
financial matters.

This research has shown the important role that formal help can play in
reassuring people and reducing anxiety, stress and depression. Informal help
also has a crucial role providing additional emotional support and guidance.

There is clearly a need for greater promotion about where and how to contact
advice sources. In order to attract people at an early stage of their debt
problem greater consideration will need to be given to how services are
promoted. There also seems to be a strong case for incorporating money
management into the school curriculum in order to raise levels of financial
literacy.

Due to the way in which the sample was selected it is impossible to establish
how far the people included in this study reflect the full range of experiences
and perspectives of people in this situation. It would therefore be beneficial to
supplement this research with a larger sample of people with a wider range of
debt problems.



Introduction

In recent years concern has mounted about the number of people who have debt
problems, or who are ‘over-indebted’. Whilst there is a lack of agreement about the
level of personal debt in the UK (and whether this is rising) evidence points to
increasing use of organisations like the Citizens Advice Bureaux and the Consumer
Credit Counselling Service for money related problems. Also, Government policy has
concentrated its focus on strategies to tackle this problem, as recognition is given to
the cost and impact of debt on individuals, financial institutions and society as a whole.
According to a DTI report (2005), ’'Over-indebtedness can be caused by, and
contributes to, social exclusion, financial exclusion and poverty”?.

The legal aid system has historically funded solicitors in private practice to provide
advice, assistance and representation to clients with civil and criminal justice problems.
Increasingly, the LSC (Legal Services Commission) has also been funding debt advice
and support services provided by the ‘not-for-profit’ sector. Anecdotal evidence
emphasises the value of information, advice and counselling in helping people deal
with their debts and overcoming their immediate problems. Indeed, a recent review of
research suggests ‘Families have been kept together; businesses and homes have
been saved; even, in some cases, suicides prevented”. However, to date there has
been no substantial empirical research to demonstrate this link conclusively and
compare the experiences and outcomes for people who have had information, advice,
support and counselling for debt with those who have not.

In order to remedy this omission the LSRC (Legal Services Research Centre) is
carrying out a programme of research (including a Random Control Trial) considering
the role and impact of advice. As part of this work the LSRC commissioned BMRB to
carry out qualitative research with a sample of people identified in the 2004 English and
Welsh Civil and Social Justice Survey as having a debt problem. The purpose of this
research was to assess the role and value of advice for people with a debt problem.

Advice was taken to refer to any kind of discussion that people may have had in
relation to financial matters and so did not refer solely to legal advice; it might include
requests for factual information, advice about financial issues and emotional support or
counselling from either a formal or informal source. The reason for the broad use of
the term ‘advice’ is that support and guidance come in many forms with varying

2 DTI Annual Report (2005) Tackling over-indebtedness.

3 Williams, T. (2004) Review of Research into the Impact of Debt Advice. TPR Social Research
for the Legal Services Research Centre.



1.1

degrees of connection to the problem resolution process. As such, the term does not
lend itself to precise definition.

This report documents the findings from the qualitative research carried out during
2005. This chapter provides an overview of the objectives, design and conduct of the
research. It is followed by seven further chapters: Chapter 2 describes the range of
debt problems experienced by respondents and the causes of these. Chapter 3
considers the wide range of personal, financial and other impacts resulting from
respondents’ debt problems. Chapter 4 examines how participants responded to their
mounting debts and the range of actions taken by those who did something about their
debt problem. Chapter 5 focuses on experiences of seeking information, advice and
guidance about a debt problem. Chapter 6 reports on views about the advice and
guidance received and the impact it has had on respondents. Chapter 7 considers the
value and role of advice for people with debt problems and suggestions made for
developing and improving the range of information and advice provided. Chapter 8
reflects upon the key messages raised throughout the report and draws some
conclusions arising from the research.

Aims of the research

The primary aim of this research was to assess the role and value of advice for people
with a debt problem. By comparing and contrasting the experience of people who do
and do not seek advice for a debt problem the research specifically explored the
following areas:

¢ The range and type of debt problems being reported; and their underlying causes;

o How debt problems have been dealt with; and the reasons for choosing a particular
response or action;

o Awareness of sources of advice and help for dealing with a debt problem; and
perceptions of the importance of advice to the problem resolution process;

¢ Reasons for seeking/ not seeking help and advice;
e The nature of any advice and/ or support they may have received;

o Positive and negative experiences of using advice and help to resolve a debt
problem;

o Views about the advice/ support received; and the degree to which it met the needs
of individuals;

e The impact/ s of using/ not using advice and help to resolve a debt problem;
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¢ Views about the value and role of help and advice for people with debt problems;

o Reflections on the range of help that exists and suggestions for changes/
improvements to the advice provided.

Research design

A qualitative approach was adopted, in order that we could consult people in depth
using their own language and terms to relay their experiences of dealing with their debt
problems. The design was also intended to amplify and extend the survey evidence
and as a consequence provide a more detailed and comprehensive understanding of
the experiences and views of people with debt problems. The purposive nature of the
sample design as well as the small sample size, however, means that the study cannot
provide any statistical data relating to the prevalence of these views, experiences or
reflections. Any attempt to provide numerical evidence of this kind would need to be
statistically measured using quantitative research.

In order to asses the role and value of advice the research was designed to ensure the
inclusion of people who had and had not sought advice for a debt problem. A total of a
42 interviews were carried out with a sample of people who were identified in the 2004
English and Welsh Civil and Social Justice Survey as having a debt problem. These
interviews were spread across England and Wales.

1.2.1 Sample design and selection

As is usual in qualitative research, the sample was designed to ensure full coverage of
the key sub-groups within the target population, in order to identify and explain
variations in the nature of experiences and views between them. We therefore set out
to purposively recruit men and women of different age groups, with different levels of
debt and with different experiences of advice seeking etc. In practice, however, we
were limited to those 82 survey respondents who reported a money problem in the
survey and were willing to be re-contacted. Inevitably, we ended up recruiting all
survey respondents who were willing to take part in the qualitative research.

The sample was recruited by our network of recruiters over the telephone. In view of
the sensitivities about asking about debt problems during a short conversation on the
phone, we decided against carrying out a screening interview to supplement our
knowledge from the survey. We were also concerned that this might discourage
people from taking part in the research (although they were told that the research was
dealing with how people handle their concerns about money). As a consequence of
this we were not able to fully confirm the nature of the individual’s money problems or
their advice seeking behaviour prior to the interview. This has resulted in a few people
being included in our research who do not appear to have debt problems per se.
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1.4

Rather, their money problems appeared to relate to issues such as being wrongly
invoiced for utility bills or bank charges, or they appeared to be concerned about the
prospect of future money problems as they were currently struggling with mortgage and
utility payments (but were not actually in debt at the time of the interview). We have
only included these people in the evidence where it has been appropriate to
incorporate them, such as when a respondent had been wrongly invoiced for a utility
bill and had sought advice regarding how to communicate with the creditor. As will be
discussed later in the report we also appear to have slight inconsistencies between
advice seeking behaviour reported in the survey and during the subsequent qualitative
research.

The interviews

All interviews were exploratory and interactive in form and were based on a topic guide
(see Appendix Il), which outlined the key themes and issues to be addressed.

The interviews were intended to last about an hour but in practice often lasted up to
one and a half hours. Unravelling the financial difficulties and experiences of
respondents typically took up a considerable amount of time during the interview and
proved quite distressing for a few respondents. Underpinning this problem appeared to
be a degree of confusion about respondents’ financial problems and the nature and
extent of their debt. It sometimes proved difficult for respondents to calculate the total
amount of money they were in debt for at the height of their problems or to remember
the sequence of events surrounding their debt. This was particularly the case where
people were reflecting back on previous debt problems and found it hard to recall the
detail of their different debts. Respondents’ confusion was compounded in cases
where they owed money to more than one creditor, irrespective of whether people were
accounting for previous or current debts. Also, it was evident that some people were
reluctant to talk about their money problems and this made it harder to understand
events leading up to a debt as well as the range and extent of their financial problems.

All interviews were digitally recorded, with permission, and transcribed in verbatim to
allow detailed analysis.

Analysis and presentation of the findings

The transcripts were then subject to a rigorous content analysis, which involved
systematically sifting, summarising and sorting the verbatim material according to key
issues and themes, within a thematic matrix. Further classificatory and interpretative
analyses were then derived from the analytic charts and these formed the basis of the
evidence reported in subsequent chapters.

The findings have been illustrated with the use of verbatim quotations, case illustrations
and examples. Where necessary the details of the contributors or their subjects have
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1.5

been moderately changed to protect anonymity. Pseudonyms have been used for all
quotations, examples and case illustrations.

Further details of the design and conduct of the study can be found in the technical
appendix (Appendix I).

Sample profile

A total of 42 people took part in the research. As can be seen from the profile of the
sample in the table below responses varied in the qualitative and quantitative survey
about whether people had sought advice and guidance. The number of respondents
who described having sought advice had increased from 19 at the time of the
quantitative survey to 28 in the qualitative interviews. Correspondingly, the number of
respondents who described not seeking advice decreased from 23 at the time of the
quantitative survey to 14 in the qualitative interviews. Only one respondent reported
seeking advice in the quantitative survey but said they did not seek advice in the
qualitative interview.

Whilst we did not specifically explore these discrepancies one possible explanation for
the variation in the survey and qualitative responses may be that the qualitative study
used a broader definition of advice than the quantitative survey. Respondents may
have had an informal conversation with friends or family members who had experience
of being in debt, or had knowledge about financial issues, as a consequence of being a
solicitor or bailiff, for example. These conversations are considered advice in the
qualitative study but were not classified as advice in the quantitative survey.

Respondents also may not have considered discussions with GPs or other health
professionals to constitute advice about a debt problem and as such these
conversations may not have been captured in the quantitative survey. A final
explanation may be that during the time between the survey and the qualitative
interview (which varied from four to ten months) respondents had actually sought
advice and guidance.
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Profile of the sample

Qualitative LSRC 2004 Survey
Research
Sex
Male 23 23
Female 19 19
Age
16-35 Not collected 12
36-65 27
66+ 2
Not Recorded 1
Ethnicity
White Not collected 33
Black 5
Asian 4
Not Recorded -
Household Income
Under 4,999 Not collected 3
5,000 — 14,999 2
15,000 — 24,999 6
25,000 — 34,999 4
35,000 — 44,999 0
45,000 2
Not recorded 25
Nature of Debt Problem
Difficulty obtaining money Not collected 4
Difficulty paying money 37
Poor financial advice/ management 1
Other 12
Sought Advice
Yes 28 19
No 14 23
Number of people in the
household
1 6 8
2 13 1
3 6 5
4 9 10
5 4 5
6 2 2
7 1 1
Not Recorded 1 -
Current Activity
In full time education 3 4
In paid employment 24 25
Seeking work 2 2
Unable to work due to illness/ 5 2
disability
Retired 1 2
Looking after home and family 7 7
Total 42 42

13



21

Debt problem experienced

This chapter examines the nature, extent and causes of respondents’ debt. As
discussed in the previous chapter it proved difficult to assess the exact nature and
extent of individual debts, as respondents were confused about the amounts involved
and the range of creditors that they owed money to. As debts had often been
spreading and increasing in value over time it was also hard for individuals to pinpoint
the sequence of events that had contributed to their money problems. Respondents
who were currently in debt tended to be more confused than those that were reflecting
back on a previous debt problem, where the passing of time had enabled them to gain
some perspective on the experience, even if they sometimes found it hard to recall the
precise amounts. Another factor which further confounded the discussion about debts
was that there was a lack of clarity about what was considered to be a debt. For
example, there were respondents who considered their mortgage to be a debt, despite
having had no difficulties in making the monthly payments.

This chapter considers the evidence from the respondents who self reported as having
debts or financial difficulties irrespective of whether they would be objectively assigned
as being in debt. Although as there appears to be a lack of a universally agreed
definition of being in debt (DTI et al, 2005)+ it would have been hard to assess this.
We have therefore excluded the seven cases where people did not appear to be in
debt such as those who were struggling to pay their bills but were managing due to
using their savings and curtailing their expenditure.

This chapter also examines respondents’ awareness about getting into debt and their
views about this. As will be seen views varied according to their confidence about
whether their problem could be resolved, their perception of their debts, the way a
creditor had responded, previous experience of debt and the stage they had reached in
addressing their debt problem.

Nature of debt problem experienced

The nature and extent of the debt problem experienced by respondents varied greatly
and it was common for a respondent to have acquired debts with a number of creditors,
for different amounts. At the time of the qualitative interview respondents’ total debts
ranged from £200 to £41,500. Whilst it is impossible to illustrate all the different
combinations of debt respondents experienced, the following provides an overview of
the breadth and type of debts reported.

The debts reported included a range of the following:

4+ DTI Annual Report (2005) Tackling over-indebtedness.
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Credit or store card debt was very commonly reported with amounts ranging from
£50 to £50,000 at the height of a debt problem. Often the debts were spread over
more than one card.

Michael experienced a breakdown in 1996 and consequently was out of work
for an extended period of time. Any savings that he had were gradually used
up during this period of unemployment and so he started to rely on his credit
cards. Due to not having a regular income he got into the habit of only paying
the minimum payments on his credit card bills and ignored the way interest was
accumulating on what he owed.

Michael returned to work but did not pay sufficient attention to his finances and
applied for new credit cards ‘o fill the gap’ when he was short of money. He
generally felt he was on top of the debt as he continued to make the minimum
payments. In 2003 the debt became ‘very real’ and he experienced another
breakdown. At the height of his debt problem, Michael owed a total of £50,000
spread across 11 different credit cards. The money owed on each credit card
ranged from a couple of hundred to thousands of pounds.

Being in arrears for rent, council tax and household bills, such as gas,
electricity, water, telephone and a television license was also typically reported.
These debts varied from around £125 to £1,000. Often respondents would be in
arrears to more than one of these creditors. In the case of rent and council tax
arrears, these debts ranged from £600 to £4,000 and £180 and £2,000
respectively.

Respondents were also in debt to family or friends. The amounts owed were
typically at the lower end but they could vary from five pounds to £3,000.

Another typical source of debt was due to taking out loans, either from a bank or a
loan company. Money owed in this way ranged from £600 to £6,000. There were
respondents who specified that the amount they owed in loan repayments also
included the interest charged on the loan, but it was not always easy to pinpoint
whether this was the case. As already mentioned respondents were often
confused about their financial affairs and particularly lacked awareness about
interest levels and charges.
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2.21

¢ A final source of debt identified was for Income Support or Council Tax Benefit.
In these cases the debt was to pay money back that had been fraudulently
claimed over an extended period of time.

During 1996-1998 Jill had claimed Income Support and Council Tax Benefit
alongside a part time job. During this time she had been unaware that she was
working more hours than permitted whilst receiving these benefits. After being
taken to court for this she had to repay £32 a month to cover the money she
had fraudulently claimed. She thinks this arrangement will continue until 2008
when the amount will have been paid in full.

Jill's debt problems were exacerbated by her cutting her working hours and
having to make her monthly benefit repayment. Consequently she fell into
arrears for rent, household bills and catalogue payments, for which she
received a County Court Judgement (CCJ). In 2004, she took out a loan in
order to assist her with her debts.

Causes of debt problem

Debt problems were rarely attributed to one isolated cause. Instead it was typical for
people to talk about a process or cycle of debt during which the causes mounted and
increased. Broadly there seemed to be three different types of causes of debt;
changing circumstances; money management and creditor behaviour. As discussed
by Pleasence et al (2004)’ there can be underlying connections between different
problems that an individual experiences, whereby a problem experienced is caused by
or follows on from a separate problem. Causes of debt that were connected tended to
have resulted from a change in circumstances. For example, there were respondents
who had experienced illness or bereavement, which led to unemployment. Separation
from a partner might also lead to iliness, which again caused the respondent to be
unemployed.

Changing circumstances

Debts had often resulted from a change in some aspect of an individual’s life or
circumstances. There appeared to be two contrasting explanations for these changed
circumstances. There were changes reported that were driven by external factors
which were effectively beyond the control of a respondent (and appeared to just
happen to people). In contrast, other changes resulted as a consequence of

5 Pleasence, P., Buck A., Balmer, N., O’'Grady, A., Genn, H. & Smith, M. (2004) Causes of
Action: Civil Law and Social Justice. The Stationary Office (TSO), Norwich.
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2.21.2

respondents consciously adapting or changing some aspect of their life. Sometimes it
was hard to fathom which of these explanations accounted for the changes. Whilst the
factors which caused these changes varied the effect was the same — the difficulty
respondents experienced having to manage on a reduced income caused them to fall
into debt or exacerbated an existing debt.

Unemployment or change in employment

Unemployment or a change in employment circumstances was another cause of
respondents’ debt problems. Not having full time work and having to provide for
oneself or a family often led to necessary expenditure exceeding income. This in itself
might lead to debt, or the respondent might take out loans or use credit to supplement
their income and consequently have difficulties in paying the subsequent bills.
Respondents might also experience financial difficulties after moving to lower paid jobs
for reasons unrelated to the debt problem.

Hazel handed in her notice at work in order to take up a new position with a
different employer. Before she started at her new job her future employer checked
the validity of her application and found that she had been claiming Housing Benefit
when she was not entitled to. Her employer terminated her contract of employment
before she had started work.

Having already left her old job Hazel was left unemployed and without an income,
as pride prevented her claiming benefit. Hazel had to pay back the Housing Benefit
that she had falsely claimed, which totalled approximately £6,000. She also
struggled to make her monthly credit card payments to pay off debt she had
accrued prior to becoming unemployed, which she was also adding to by using her
credit cards due to having no other income.

lliness

Becoming ill had resulted in people falling into debt, often due to them having to be out
of work for a prolonged length of time. During this time they were forced to survive on
little or no income, depending on their benefit entittements. Occasionally illness
exacerbated an already existing debt problem. Among the illnesses reported that had
contributed to this situation were mental health problems, which for example, led to a
respondent being unemployed for two years; high blood pressure; and an accident at
work that led to the respondent being unable to work indefinitely.

lliness coincides with debt in two ways. Whilst iliness could cause debt problems due
to causing the respondent to be unemployed, debt problems could also cause the
respondent to be ill, particularly with regards to stress-related illnesses (see section 3.2
‘Impacts on health’).
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2.21.3 Bereavement

Bereavement occasionally was a factor in causing respondents’ debt problems. The
emotional upset involved in losing a family member sometimes caused a respondent to
become unemployed.

Up until 1998, Robert had what he considered to be a good job, which he enjoyed.
He owed money to his bank for a loan and to various credit card companies, but
was able to meet his monthly repayments. However that year, Robert's mother
passed away, which left him depressed and unable to maintain an ‘even keel. Due
to his state of mind his performance did not meet expectation at work and he
consequently lost his job and so started to claim Income Support.

Becoming unemployed had a detrimental effect on Robert’s self-esteem. He tried
to maintain the lifestyle he was used to and did not adjust his expenditure to reflect
his reduced income. He struggled to make repayments to his creditors and slipped
further into debt, as he started to accrue interest on what he owed. At the time of
being interviewed, Robert owed approximately £3,500 and expected his debt to
grow as he was unable to make the necessary payments to his creditors.

More exceptionally, a debt had resulted from having to pay the costs of organising the
funeral of a relative who had died whilst abroad and needed to be brought home for a
burial.

2214 Separation from partner

Separation from a partner could cause debt in a number of different ways.
Respondents described struggling to manage financially after their joint income had
been reduced to a single income, especially with regards to paying Council Tax, utility
bills and rent or mortgage.

At the age of 24 Lesley bought a house with her partner. A few years later they
separated and she had to take on the mortgage alone, which she struggled with,
on her single income. This happened to coincide with her being bullied at work,
which led to her leaving her job and taking a lower paid position at another
company. At this point her income dropped from £14,000 to £9,500.

Lesley struggled to manage her mortgage repayments, credit and store card
payments, council tax and utility bills on her lower earnings. At the height of her
debt she owed ten months council tax, totalling approximately £700 and six
mortgage payments, totalling £900. Overall, she was in debt for a total of £5,500.
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2.2.21

There were also reports of respondents inheriting or being left with debts by a partner,
such as loans or upgraded utility services that had been taken out in their name.

In some instances the emotional upheaval of separation impacted on the respondent’s
debt problem. Separation from a partner caused respondents to become depressed
and as such they were not able to work.

Poor money management

Poor money management appeared to be a common cause of debt. Respondents
either consciously spent money with the knowledge they were in debt, or else spent but
did not appear to fully realise they had a debt problem. Respondents described being
‘Yyoung and daft or recklessly spending money without due consideration about
whether they were exceeding their means. Other justifications given for being ‘cavalier’
with money were connected with a particular event such as a divorce coming through.
Credit cards, which were likened to having ‘free money’, appeared to have contributed
to their profligate behaviour. Respondents described becoming ‘blasé’ with money and
enjoying spending money on ‘nice things’ such as clothes, going out with friends and
decorating the home.

Another explanation for this lack of care about getting into debt was that respondents
were living the lifestyle that they wanted to and able to afford expensive clothes and
have their own living space;

“Yeah | knew all the time debts were building, and part of it | would say, was a bit of
lack of self control for myself, and | suppose really in a way | didn’t really care, | was
going out in the week and | was managing, well somehow managing to stay in my flat.”

(Male, Sought Advice)s

There were also reports of respondents using credit to buy ‘stuff for the house’ which
subsequently ‘got out of hand’ when they could not afford to pay their bills. It was said
that credit was too readily available and as such enabled this sort of behaviour.
Respondents might also exceed their overdraft limit and as such accumulate interest
that then added to their debt.

Lack of understanding regarding managing finances

Respondents expressed some confusion with regards to what benefits they were
entitled to. Occasionally respondents had not been aware they were entitled to take up

¢ The sample details following the quotations in this report are based on the findings from the
qualitative interviews as opposed to the quantitative survey.
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specific allowances, which might have alleviated their debt problem to some extent.
Respondents had discovered they could have claimed benefits such as Housing
Benefit, Council Tax Benefit, Income Support and Working Tax Credit as opposed to
‘struggling’ on a very low income. Similarly, those who had become ill and as a result
were unemployed were sometimes unsure as to what their entittements were with
regards to benefits.

A lack of awareness about the level of interest rates was another contributory factor.
This accounted for people failing to appreciate the level of interest they would be
charged if they were late paying loans or credit or store card bills. There were
respondents that did not realise they would have to pay interest on top of the amount
they owed or had borrowed. For example, a respondent got into debt by falling into
arrears with the company she had remortgaged her house with, as she could not afford
the escalating interest applied to her debt each month.

There were instances where respondents felt that the only way to pay off their debts
was to take out loans or credit, which ultimately added to the debt. Respondents
described making the minimum contractual payments to credit cards by borrowing
money.

Creditor behaviour

Occasionally respondents considered that their creditors had misled them by not telling
them what they would have to pay when taking out a loan or credit. As a consequence
they held them responsible for their debts. Respondents saw it as the creditor’s
responsibility to ensure that members of the public understood the paperwork and the
‘small print’;

“l got into these debts because they gave me a bit of paper, and they never said
anything about the financial implications...Nobody at that time actually went through
the paperwork...All it was is they gave you the form...if you sign there, the financial
details will be dealt with, and you will receive the lump sum of money that you have
asked for.”

(Male, Sought Advice)

It was also suggested that creditors had irresponsibly given people money who could ill
afford to pay the credit back, such as in the case of a person on benefits.

There were respondents that alleged that they were wrongly accused of arrears by
banks or utility companies and had faced a ‘continuous struggle’ with the creditor in
convincing them that the billing was incorrect. This, for example, was the case for a
respondent who alleged she was wrongly accused of owing a gas bill of £1,300. In
some cases respondents said the letters came from utility companies that were not
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even their suppliers. Although these respondents may not have experienced debts in
the same way as the rest of the sample they nevertheless had to go through similar
channels of resolution such as communicating with creditors and seeking advice.

Awareness of a debt problem

It was clear that respondents became aware they were getting into debt at different
stages of their problem. These stages ranged from the outset of them getting into debt,
on seeing their income and expenditure on bank statements, being contacted by
creditors, or receiving notification of debt collector action.

Generally respondents became aware of their debt problem when they received letters
or phone calls from their creditors notifying them that they owed money. It was often at
this point where the respondent would notice the extent of interest that was being
added to the sum that they owed, especially with regards to credit and store card debt
or bank loans. The interest added to the debt was often a cause for concern,
especially in instances where the respondent was not aware that interest would be
levied at all.

As previously noted there were respondents who seemed to be conscious that they
were getting into debt from the outset, for example by using credit cards or store cards,
and these tended also to be the respondents who got into debt due to a lack of control
spending money. Respondents described how they knew that they were spending
money that they could not afford to pay back, but continued to use credit cards as they
were ‘so convenient’. Among those who became aware at the earlier stages of the
problem were those who realised that their expenditure was greater than their income,
or saw it on their bank statements.

Occasionally respondents became aware of getting into debt when they received
notification of potential bailiff or debt collector action, either by a phone call or a letter.
On rare occasions the first respondents knew of the extent of their debt was when they
were visited by bailiffs without warning. There were respondents who thought that they
were in the process of negotiating the amount that they owed due to having recently
applied for benefits that would lessen the amount of debt, or else had assumed that as
the creditor had not contacted them for a prolonged period of time that they no longer
owed any money;

21



24

“They came to the door and said the court said we can take stuff. We didn’t even know
we’d been taken to court. We knew we owed council tax but had no bills, no nothing,
and just thought, well maybe in a few months we’ll get a bill coming through and we’ll
sort it out then. But they just came and knocked on the door.”

(Male, No Advice Sought)

More exceptionally, the respondent became aware of the debt problem when they
received a County Court Judgement (CCJ) in the post.

Views of debt problem

Respondents’ perceptions of their debt problem ranged from viewing it as extremely
serious to something that was not of great concern. Views of the severity of the debt
problem were unique to the respondent’s particular situation and perhaps surprisingly,
did not necessarily correspond to the amount of money they were in debt for. At one
extreme, a respondent only started to worry once his debt had reached £40,000. He
explained that he had not been concerned before this amount as his debt had not
affected him personally or his daily life. In contrast a respondent who was in debt for
approximately £5,500 felt as if their ‘world was ending’. Across the sample it appeared
that all the female respondents viewed their debts as being serious whereas the male
respondents expressed a range of views about the severity of their debt problems.

Rather than the actual amount that they owed, respondents’ views of their debt
problem seemed to vary according to the following factors:

e Confidence about when the problem would be resolved — There were
respondents that considered their debt not worth worrying about, because they
knew the problem would be resolved in the near future, for example once the
respondent found work.

o Perceptions of other people’s debt — Respondents sometimes belittled the
significance of their debts as they assumed that people with ‘p