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Money Advice: going the distance
 Joanna ElsonChief Executive, Money Advice Trust

Page 2
						

Money Advice: the backstory• When MAT launched in 1991 the money advice sector was
 entirely different from what we have today (and Money Advice Scotland goes back a little further…)
 • MAT has worked over 21 years with key partners to support advisers, offer advice to struggling individuals, and to improve the debt and credit landscape
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The big picture, now • 2012: 10m people facing problem debt in
 the UK– 2.5m in arrears on at least one
 consumer credit product, utility bill or payment (Wealth and Assets Survey)
 • Key reasons for problem debt (macro)– Rising unemployment– Slow wage growth– Cost of credit
 • Free advice agencies most popular source of debt advice (1.46m of 2.6m receiving advice, 2011: Gathergood)
 • Families we help tell us the recession never went away…
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The big picture, now: the scary stats • Total debt £1.4 trn (85% secured/ 15% unsecured),
 grew by 8% pa compared to average earnings 3.8% over 15 years to 2010, fallen slightly
 • UK households paying 4.6% interest rate on total debt (£67 billion)
 • Debt 160% of household incomes, 5th highest of 20 major OECD countries, one of lowest savings ratios in OECD
 • 13% of households spending more than 35% of income servicing debts
 (source: Financial Inclusion Centre, 2012)
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The big picture now: the debts
 • Shifting patterns of debt: increasing prominence of council tax, fuel, telephone, catalogue
 • Key debts also include credit cards and overdrafts; hire purchase; debts to local and central Government
 • Looking ahead, universal credit and other benefits changes will have a significant impact…
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Looking ahead: rising demand
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Rising Demand to 2013
 Northern Ireland 40%North East 31%Wales 23%Yorkshire and Humber 21%East of England 22%Scotland 21%East Midlands 22%North West 20%London 16%West Midlands 12%South West 12%South East 10%

Page 8
						

What does this mean for individuals?
 10m find meeting their debts a ‘constant struggle’, yet only one in five seeks advice. The vast majority don’t know where to seek advice from, or don’t see the benefit of doing so. source: Dr John Gathergood, Nottingham University for MAT)
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What does this mean for individuals? (2)
 Neil: • called National Debtline when he had been
 struggling to meet commitments for nearly a year
 • Had arrears, interest and charges on utilities, phone, catalogue, overdraft
 • Required a debt recovery order because no way he would have been able to live within means and begin to repay what was owed
 • Worse for him and worse for his creditors
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What does this mean for individuals? (3)Maggie: • called National Debtline the second
 month where it was apparent she couldn’t meet her commitments (£50 to a catalogue company, minimum payment on a credit card, missed direct debit for fuel, 1 week’s rent in arrears)
 • All she needed was budgeting advice and some negotiation with her creditors to repay arrears over a three month period
 • Had she called us earlier she would have only needed budgeting advice
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What’s changing on the supply side?
 • Cuts to local authority funding– Justice for All estimates £50m pa– 2012 budget: £40m for advice charity sector over two
 years to ‘support as it adapts to changes in the way that it is funded’
 • Legal Aid– Legal Aid, Sentencing and Punishment of Offenders Act:
 comes into force April 2013 and removes legal aid for debt except where imminent risk of losing home
 • Money Advice Service: new responsibility for coordination, and 7 core themes of debt advice delivery
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Money Advice Service: 8 themesMoney Advice Service: eight for debt advice:
 1. Creditor Referrals: encourage industry wide protocols2. Triage – readily accessible and at a consistent point in the arrears cycle3. Preserve face to face for need rather than preference4. Fair-share for telephone and online advice: not seeking to duplicate but enhance
 given likely increase in demand5. Develop new advice models – e.g. greater assisted self help 6. Improve standards – e.g. quality assurance7. Consistency and integration of data and evaluation framework8. Policy development and innovation for improved outcomes

Page 13
						

Key findings:
 • Users satisfied and good outcomes across all channels
 • Little understanding of free advice providers, channels of brand beyond Citizens Advice
 • Channel choice not a meaningful concept • First channel used guided subsequent
 interactions however actual channel preference very weak amongst clients
 • Lack of internet access an issue in the lowest income decile and for 15% of vulnerable clients
 Supply: New evidence on channels
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What needs to happen? (The right advice from the right place at the right
 time…)
 1. Early Intervention: better results for client/ less call on advice resource
 2. Some channel shift: benefit clients and preserve essential F2F
 3. Trialling what works for different client groups/channels. One size doesn’t fit all (innovation grants)
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What needs to happen? (2) (The right advice from the right place at the right
 time…)4. Awareness raising of debt advice
 services , the “symptoms” of unmanageable debt and the benefits of seeking early advice – needs significant public campaign
 5. Light touch co-ordination and promotion
 6. Government needs to remain interested: 20% of NDL clients have at least one debt to Government
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And finally…We must not forget the impact
 of our work together:• Free-to-client advisers helped
 1.46 million people across the UK in 2011
 • Seeking advice continues to be shown to have an overwhelmingly positive impact on people’s finances and mental health
 We’ve come a long way since 1991, but there is some distance yet to travel
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