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Executive Summary 
 

1. Overview 

Debt on Teesside was a two-year action research project, funded by the Northern Rock Foundation 
during 2011-13. The project was a partnership between Durham University’s Centre for Social Justice 
and Community Action, Church Action on Poverty (CAP) and Thrive (a Teesside-based community 
organisation).  

The project worked with 24 low income households experiencing unmanageable debt in the Teesside 
area of North East England.  The aims of the project were to:  

• explore the dynamics of household debt (through household-level research interviews and 
workshops)  

• examine the potential for supporting positive change away from high cost credit towards more 
financially sustainable alternatives (through a community-based financial mentoring scheme) 

• initiate community action and campaigns on issues related to financial exclusion (through a 
community organising approach).   

2. Background: Financial exclusion 

As the effects of the recession in the UK worsen – with rising food and energy costs, coupled with 
reductions in welfare benefits – the extent and severity of financial exclusion is increasing, along with 
high ratios of (often unmanageable) debt. This project grew out of earlier work by CAP, Thrive and 
Durham University, which had highlighted household indebtedness, linked to the use of high cost credit 
sources, as a key issue for low income households in the Teesside area. Such households can be 
described as experiencing ‘financial exclusion’, as they lack key financial products such as bank 
accounts, insurance, pensions and have little or no savings.   

3. Methods 

• Twenty four households were recruited in Stockton-on-Tees and Middlesbrough, from which 
detailed information on financial, health and social circumstances was gained through in-depth 
interviews and questionnaires. The criteria for involvement were that households should have a low 
income, were experiencing debt problems and were interested in participating in the mentoring 
scheme.  Recruitment was mainly via door-knocking in targeted neighbourhoods.  

• Sixteen mentors were trained, some of whom were community-based volunteers and others were 
employees seconded from local agencies.  Mentors made regular visits to allocated households, 
supporting them with managing their money and recording progress.  

• Two workshops were held to bring households together, two public assemblies highlighted issues of 
irresponsible lending, and community-based and national campaigns were organised linked to high 
cost credit.  

 
4. The households and their finances  

The households joining the project were financially vulnerable and generally were not in touch with 
debt advice agencies.  Two households had a member in paid work, while all other households received 
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their income from benefits or a mixture of benefits and tax credits. Just over half the households were 
lone parent families; nine had members experiencing mental health problems. Key financial 
characteristics of the households were:   
 
a) Bank accounts - Seven participants had no bank account, whilst 13 had basic bank accounts. 
b) Savings – 23 households reported having no savings, while one reported £4 savings.   
c) Total debt - Amounts of total household debt estimated by participants at the initial interview 

ranged from £340 to more than £10,000. Two did not know the amount of household debt.  
d) Rent and tax arrears - A third of the participating households had rent arrears and three 

households had council tax arrears - priority debts that can cause eviction. 
e) Credit sources - interest free loans from the government’s Social Fund were used by 17 out of 24 

households. Other popular sources were all from high cost credit providers, with APRs that can 
range from 437% to 3,113%. These included: doorstep loans (16 households); rent-to-own 
companies (10); and catalogues (10). Awareness and use of third sector credit sources was low. Only 
two households had a loan from a community-based low cost alternative provider (Five Lamps).  

 

5. Factors shaping and constraining financial choices: research findings  

a) Need for credit - Having a low income and no savings means that credit is needed for coping with 
crises and major events, and in many cases for basic on-going living expenses. 

b) Unavailability of low cost credit - Lack of savings and a poor credit record means many sources of 
third sector credit (e.g. credit unions) and mainstream credit (e.g. banks) are not available to poor 
households.  

c) Ready availability of high cost credit - High cost credit is readily available, with few checks on 
affordability, and is frequently offered (e.g. by doorstep lenders) without being sought by 
households. 

d) Normalisation of high cost credit - Use of high cost credit is accepted and normalised in certain 
communities - used by families, friends and neighbours (e.g. catalogues, rent-to-own companies, 
doorstep lenders).   

e) Short term approach to money management - For many households, the main consideration in 
taking out a loan is whether the weekly repayment looks manageable, rather than the total cost of 
the loan over the repayment period. 

f) Influence of consumer society - Immersion in a consumer society means material goods are highly 
valued  and purchasing of relatively high cost items (smart phones, TVs, computer games) is one 
way people can exert a choice to socially include themselves and their families. Purchase of such 
goods for children in order to counter peer pressure or bullying was commonly mentioned by the 
households in the project. 

 

6.  Mentoring and campaigning: evaluation of the action programme 

a) Mentoring  
• During the course of the project, 64 mentoring sessions took place with 16 households. Some 

households received one session, whilst others received up to eight. By the end of the 
mentoring scheme (March 2013), six households were still receiving mentoring.  

• Positive benefits for households included: provision of information about options or services of 
which participants were unaware; direct help with budgeting and making appointments at 
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advice agencies; reduced levels of debt; improved psychological well-being, less anxiety and 
more confidence; increased financial awareness and ‘thinking things through’.   

• Arranging and delivering the mentoring sessions was challenging and time-consuming. Many 
households had complex problems, of which unmanageable debt was just one.  

• Evaluation of the scheme suggests that individual mentoring is valuable, but requires a good 
structure of training and support for the mentors. Locating an individual mentoring scheme 
within a group- and community-based approach to developing financial capability would be 
more sustainable over the long term, and would also lead more easily into involving households 
in local collective actions and campaigns.  

 
b) Community-based actions and campaigns 

• Several local actions were initiated by the project in relation to doorstep lending (involving 
distribution of window stickers: ‘No to uninvited traders’) and incentivised saving (households 
saving £50 with the credit union, which would then be matched).  

• The work of the project fed into a successful national action by Thrive and CAP with other 
partners and the Centre for Responsible Credit in 2012 to agree specific reforms to the rent-to-
own sector of the high cost credit market. Work is now in progress on affordability of high cost 
credit and demands for data sharing between companies.   

• A small number of households from the project have been involved in these actions to date. 
This reflects both the all-consuming nature of the struggle to survive in many households, as 
well as a lack of capacity within Thrive (with only a half-time equivalent post attached to this 
project) to develop and support volunteers,  in addition to running the mentoring scheme.  

 

7. Summary of key findings and actions 

a) High cost credit is readily available and is regarded as ‘normal’ in many low income families and 
neighbourhoods. 

b) There was a low awareness of interest rates in participating households. People focused on the 
affordability of weekly repayments rather than the total cost of credit. 

c) One-to-one financial mentoring can be effective for some households in raising confidence in 
money management and enabling changed borrowing practices, but it is time-consuming. Group- 
and community-based schemes may be more sustainable.  

d) Community-based campaigns can be successfully scaled up to national level, which include people 
living in poverty giving voice to their experiences. A Thrive-led campaign to reform lending practices 
in the rent-to-own sector of the high cost credit market was successful in achieving changes in 
policies and practices of three major private sector companies.    

 

8. Recommendations 

a) Development of neighbourhood, group-based financial capability and mentoring programmes – 
one-to-one mentoring can be effective, but is time-consuming and does not necessarily connect 
households with each other. In addition to one-to-one mentoring, support should be given to 
groups of people in their local neighbourhoods, including professionally-delivered financial 
capability courses, leading to trained participants offering peer support locally. 
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b) Redeployment of staff to community-based work  – advice agencies and housing providers might 
consider redeploying a small proportion of existing staff from casework to community-based debt 
advice and support projects.  

c) Coordinated action by partner agencies on Teesside – many agencies in Middlesbrough and 
Stockton are already meeting together to work on financial inclusion, particularly in the context of 
welfare reform. The research findings should be presented to the Financial Inclusion Partnerships to 
discuss further coordinated action.  

d) Research to monitor high cost credit use following welfare reforms – low income households have 
relied heavily on Social Fund loans. Follow-on research is recommended to monitor the effects of 
welfare reform, particularly the changes to the Social Fund, on the use of high cost credit in poor 
households. 

e) Development of infrastructure for Thrive to support volunteers and community activists – the 
resources and administrative infrastructure needed to support community-based volunteers is 
significant. It is recommended that Thrive seeks funding for a project to develop and support 
community-based volunteers and activists over a three-year period, building an infrastructure of 
training, support, monitoring and evaluation. 

f) Development of further low cost credit options for poor households – further work is needed with 
credit unions and other alternative credit providers to encourage and support greater accessibility 
and take-up of low cost credit options for poor households. 

g) Greater state regulation of high cost credit providers – current regulations about pricing and 
advertising in the sub-prime credit market need to be enforced; new regulations, including 
requirements for data-sharing to ensure affordability of loans, should be introduced and a legal cap 
on the total cost of credit.  
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1. Introduction 
 

This report is based on a two-year action research project, Debt on Teesside: Pathways to Financial 
Inclusion. The project recruited 24 households experiencing poverty and high levels of debt in the 
Teesside area of North East England during 2011-13.  

Distinctive features of the Debt on Teesside project 
As the effects of the recession in the UK worsen – with rising food and energy costs, coupled with 
reductions in welfare benefits – the extent and severity of financial exclusion is increasing, along with 
high ratios of (often unmanageable) debt.  A number of studies have documented the nature of credit 
and debt in low income households and attitudes towards debt (for example, Dearden et al, 2010; 
Jones, 2010; Mathers and Sharma, 2011; Policis, 2008). However, the Debt on Teesside project has 
several distinctive features:   
 
• It was an action research project working with a small number of households over time, collecting 

data on household finances, offering financial mentoring and mounting community campaigns on 
emerging issues.  

• It was also a community-university research partnership between Thrive (a Teesside-based 
community organisation), Church Action on Poverty and Durham University’s Centre for Social 
Justice and Community Action.  The project built on previous collaborative work between Thrive 
and Durham University, which involved staff and students of the University working alongside 
community members in several small action research projects (see Beacon North East, 2011; 
Friends Provident, 2010).  

• Therefore the lessons from the Debt on Teesside project include not only insights into the dynamics 
of household debt, but also the challenges and benefits of community-based financial mentoring, 
the effectiveness of community campaigns and the ethical and practical issues involved in 
community-university partnership working.      

 
Overview of the report 
This report provides a detailed account of the work of the project, its findings and a series of 
recommendations.   

Chapter 2 offers a brief background discussion of the nature of financial exclusion, drawing on recent 
literature and research.  The methods and action research approach are outlined in Chapter 3, which 
gives details of household and mentor recruitment and how the mentoring and campaigning work 
operated alongside household-level data collection.  Chapter 4 profiles the characteristics of the 24 
households in the study, including their levels of debt and attitudes towards money management, while 
Chapter 5 looks in detail at the sources of credit used.  Chapter 6 draws out key themes relating to 
households’ approaches to money management and financial choices, including the struggle many 
households face to ‘get by’ and the pressures from living in a consumer society. Chapter 7 comprises an 
evaluation of the mentoring scheme, with perspectives from mentees and mentors on achievements 
and challenges. Chapter 8 gives an account of the community actions and campaigns linked with the 
project, while Chapter 9 offers some reflections on challenges ahead in terms of welfare reform, and 
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the need to promote low cost credit and regulate high cost credit.  Chapter 10 concludes by reviewing 
the extent to which the original aims and objectives of the project have been met and offers a series of 
recommendations for policy and practice.       

For readers who want a brief overview of the project, the Executive Summary, also produced separately 
as a research briefing (Banks et al., 2013) will be useful.  

For those particularly interested in the action element of the project, Chapters 7 and 8 focus on the 
mentoring scheme and community action and campaigns. A separate community mentoring toolkit has 
also been produced (Centre for Social Justice and Community Action, 2013).   
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2. Background: Financial exclusion 
 

Introduction 
This chapter discusses the nature of financial exclusion and how this affects the lives, attitudes and 
behaviour of people living in poverty. It summarises some of the key points that emerged from a brief 
review of recent research and literature relevant to financial exclusion, particularly the use of high cost 
credit by poor households. 

Financial exclusion 
Financial exclusion can be defined as ‘a state where individuals cannot access the financial products and 
services that they need’ (Transact, 2010:2).  Financial exclusion may be caused by a scarcity of banking 
facilities in a particular geographical area or, more subtly, by marketing or pricing exclusion, through 
which ‘undesirable’ potential customers are deterred.  Individuals may also be financially excluded 
because of a poor credit history or may self-exclude because the mainstream financial market does not 
suit their needs.  Kempson and Whyley (1999) found that individuals self-exclude from mainstream 
banking because of the fear of being refused a bank account or fear of losing control over their finances.  
Self-exclusion may also be the result of unfamiliarity with banks, low levels of confidence in banking 
services and lack of confidence in using banks (Gloukoviezoff, 2011:35).   

Individuals experiencing financial exclusion lack key financial products such as bank accounts, insurance, 
pensions and have little or no savings.  Poverty is a key aspect of financial exclusion, with particular 
groups such as lone parents, the unemployed and those in social housing most likely to be financially 
excluded (Devlin, 2005; Ellison et al, 2011; Patel et al, 2012).  Having no access to mainstream banking 
also means no access to mainstream credit services.  Analysis by the European Commission (2008) 
found that 30 per cent of British adults had no credit facilities, a similar number to that in Kempson’s 
(2002) research (reported in Consumer Focus, 2011: 6).  A recent consumer survey (Personal Finance 
Research Centre, 2013) showed that potentially lower cost mainstream credit was not a feasible option 
for the majority of customers who currently use short-term, high-cost, credit1.   

The poverty premium 
Although unable to access mainstream credit, many people on low incomes require credit to ‘get by’ 
and therefore turn to alternative lenders, generally high-cost credit sources, as well as borrowing from 
family and using Social Fund loans. In addition, low income households are often disadvantaged to 
begin with, paying the highest charges for basic utilities such as gas and electricity (the ‘poverty 
premium’).  Without access to banking, cheaper direct debit payments cannot be made and paying for 
fuel on pre-pay meters is significantly more expensive. Lower income households also spend more of 
their income on basic requirements, such as food and heating (Levell and Oldfield, 2011).   

A significant proportion of lower income households struggle to pay bills or are in arrears.  Research by 
the Financial Inclusion Centre (2011:23) shows that four times as many households whose income was 
solely from benefits were behind with their water bills and mortgage or rent payments compared with 
lower and medium income households. Lone parent and unemployed households are most at risk from 
arrears (Daffin, 2009; Kempson and Atkinson, 2006). Other debts for unsecured loans and rent-to-own 
                                                           

1 The consumer survey was one part of a broader piece of research. The survey comprised 1,451 telephone interviews with customers of home 
credit companies, pawnbrokers and payday lenders. 
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items put a further strain on low income households, which means less to spend on daily living and 
more being spent on debt repayments. A recent report by the Department for Business, Innovation and 
Skills (2011) found that one in five households that had borrowed money and had an income of less 
than £13,500 per year reported spending more than 30 per cent of their income on servicing debts; 
furthermore, around 40 per cent reported having debts equivalent to 60 per cent or more of their 
income (cited in Mathers and Sharma, 2011:14).  A study by Balmer et al (2010) also found that lone 
parents and people with a mental health condition were more likely to report experiencing 
unmanageable debt.  The direct link between experience of mental health issues and problem debt is 
also highlighted in a 2011 survey by MoneySavingExpert.com (Lewis et al, 2013). This survey found that 
44 per cent of those that currently have, or have had, mental health problems have severe or crisis 
debts, compared with one in ten people who have never had mental health problems.  

‘Getting by’ in low income households 
Previous research looking at credit use and debt in low income households found that credit is used to 
smooth income and expenditure flows (Ellison et al, 2011; Dearden et al, 2010).  The underlying reason 
for credit use, however, is getting by on a very low income and a lack of savings that could be used 
before turning to credit.  The UK is said to have a problem with ‘under saving’ (Berry and Serra, 2012) - 
one that is especially severe in low income households. Two-thirds (68 per cent) of low-income 
households have no savings, rising to three-quarters (78 per cent) of those in the lowest income quintile 
(Ellison et al, 2011:6). According to the Financial Inclusion Centre (2011: 29), low levels of savings are a 
very important indicator of financial risk: 29 per cent of households with no savings have debt-to-
income ratios of more than 60 per cent, compared with only 11 per cent of households with more than 
£10,000 of savings.   

A central factor explaining why credit use by low income consumers can turn into problematic debt is 
the high cost of the credit services open to them.  Key services used by low income consumers are those 
in the high cost credit market, such as: rent-to-own stores, doorstep lenders (home credit companies), 
pawnbrokers, catalogues and payday loans. These services are used because employment is not a 
requirement for accessing credit, credit checks are not rigorous and payments are usually over an 
extended period of time in small weekly amounts. For example, doorstep loans over 14 to 52 weeks for 
payment for a washing machine may be £8.99 per week over 156 weeks.  The overall price difference 
between buying a washing machine directly or through a rent-to-own store can be seen in the example 
in Figure 2.1.  

Payday loans are a more recent addition to the alternative credit market and, although overwhelmingly 
used by low income customers, they are more likely to be taken out by those in paid work.  Although 
theoretically designed for short-term use, from one to 30 days, extensions mean that extremely high 
interest payments can last for many months and APRs2 of 4,000 per cent are common. According to a 
recent report by the Office of Fair Trading (OFT) (2013), half of the revenue of payday lenders comes 
from loans that are rolled over or refinanced.  The OFT report found fundamental flaws in the practices 
of payday lending companies and ordered the top 50 payday loans companies to change or lose their 
credit licence.  A survey for the magazine Which?, conducted in April 2012, found that more than 60 per 

                                                           

2 The APR is annual rate that is charged for borrowing expressed as a single percentage number that represents the actual yearly cost of funds 
over the term of a loan. This includes any fees or additional costs associated with the transaction.   
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cent of people who took out payday loans were using the money for household bills or buying essentials 
like food, nappies and petrol (cited in Clark, 2012). 

The high-cost credit market has shown substantial growth in recent years with payday loans seeing the 
fastest growth. The payday loan sector is estimated by the OFT to have grown from £900m in 2008-09 
to more than £2bn in 2011-12 and is predicted to increase further in 2013 (Financial Times, 2013).   
 

 Figure 2.1: Example of cost differential between rent-to-own and direct buy 
 
BrightHouse                   Co-op Electrical (online)   

 Cash price – £632.85    Cash price – £529.00 
        Total over 156 wks – £1,613.143  
 

                

Price difference: £1,084.14 
Hotpoint 11kg AQ113D697E      

                         

 
 
Attitudes and behaviour 
As well as external circumstances, the factors that shape or constrain people’s financial choices may 
also depend on their own attitudes and behaviour. The Wealth and Assets Survey (Daffin, 2009) collates 
data about assets and liabilities including information on individuals’ savings, debt, borrowing and 
arrears and asks people about their attitudes to debt and saving. The survey findings include:   

• 35 per cent of participants said they had never saved, with only 21 per cent of these saying they 
were likely to do so in the future  

• Those with a strong orientation to spending were the least likely to save any money 
• The less recently someone had saved, the more likely they were to be strongly or moderately 

orientated towards spending  

                                                           

3 Including optional service cover (OSC) and damage liability cover, which is compulsory for purchase (and bought by the majority of 
BrightHouse customers). The pricing of goods is unclear on both the website and in the catalogue, only the cost including the OSC is shown 
(£911), despite the damage liability insurance being compulsory for the vast majority of customers, which comes to a total final cost of 
£1,613.14. Sources [accessed May 2012]: 
www.coopelectricalshop.co.uk/Hotpoint-AQ113D697S-11Kg-1600-Spin-Washing-Machine/id-HOT-WSH-AQ113D697S-S 
www.brighthouse.co.uk/products/washers-and-dryers/hotpoint-11kg-washer-silver/ 
 

http://www.coopelectricalshop.co.uk/Hotpoint-AQ113D697S-11Kg-1600-Spin-Washing-Machine/id-HOT-WSH-AQ113D697S-S
http://www.brighthouse.co.uk/products/washers-and-dryers/hotpoint-11kg-washer-silver/
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• 93 per cent of people who said that they never or hardly ever had money left over at the end of the 
week or month said they could not afford to save. 

This research indicates that saving for individuals on a low income was a significant challenge. It also 
demonstrates a positive correlation between being a ‘spender’ and the inability to save.   

Poor decisions? 
While poor money management may be seen as causing unmanageable debt, longitudinal research has 
found that problem debt often results from changes in circumstances, such as job loss or having a 
family. As Deardon et al (2010: 5) comment:  
 

Once living with debt or credit commitments, the impact of living on a low income for 
sustained periods was that people often found budgeting and financial management 
extremely difficult.  

The impact of poverty on finances and self-control has been explored by psychologists and economists. 
Holmes (2011) suggests poorer people have to make rigorous trade-off calculations when taking 
purchasing decisions – which is not the case for better-off consumers. This research demonstrates that 
these daily calculations are not only stressful, but deplete willpower.  Put simply, it is not that the poor 
lack willpower but that being in poverty saps willpower leading to poorer decision-making.   

According to Gloukoviezoff (2011), it is essential to take into account the context in which decisions are 
taken, and the nature of the services available to people, in order to understand why individuals’ 
‘decisions’ lead to financial difficulties.  He argues that the frequent demands facing those in poverty 
have an impact on the way decisions are made because of the emotions generated, impacting on 
decision-making.  He makes the point that although rationally a ‘wrong’ choice, a choice might 
nevertheless have to be made.  He offers an example:  

[A] lone parent who does not have any more money and who needs to pay for the school 
uniform of her child will borrow money even if she knows that this loan will make her situation 
even more difficult. The loan gives her a short-term solution, which is what she needed. When 
a person is living in poverty, planning ahead and neutralising emotions is often just a wish. 
(Gloukoviezoff, 2011: 36) 

It is not necessarily that people are making ‘bad’ choices when deciding where to access credit; rather, 
people use the ‘wrong’ financial services because these are the only ones they can access.  Behavioural 
economics literature suggests that people do not always act rationally, and ‘their decisions are not 
always optimal’ (Hira, 2012: 502). However, the question of what is ‘rational’ cannot be 
decontextualized from the circumstances in which people live.  Furthermore, questions about how 
people spend their money, and what they spend it on, are often only directed at those in poverty or the 
super-rich.  People in poverty are subject to moral discourses of spending and responsibility to which 
wealthier groups are not.  As Hohnen (2007: 764) notes:  

Poor families’ consumption is a manifestation of the family’s moral status, making it very 
difficult (sometimes impossible) for the family to distribute its financial resources in a way that 
they and others regard as legitimate. 
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Concluding comments 
Previous research has shown that problematic debt in poor households is often linked to the use of high 
cost credit. Whilst taking out high cost loans may appear to be an ‘irrational’ choice, in circumstances 
where low income households are excluded from mainstream financial services and require credit to 
‘get by’, their choices may be very limited. Hence the aim of the Debt on Teesside project was not only 
to examine in detail the dynamics of household debt over time, but also to explore by means of 
mentoring and campaigning the extent to which individuals’ attitudes and behaviour and the policies 
and practices of high cost credit companies could be changed.   The methods and approach adopted are 
discussed in the next chapter. 
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10. Conclusions and recommendations  
 
Introduction 
This chapter offers a review of the achievements of the project in relation to its original aims and 
objectives, along with recommendations for policy and practice. 

Review of project in relation to its original aims  
The overall aims of the project as identified at the start were to:  

1. Develop a sustainable programme of household mentoring on money management linked to 
community-based campaigns and cooperations to tackle the causes of high levels of debt in 
poor households on Teesside. [Action] 

2. Undertake ongoing evaluative research using an action research model to explore the 
effectiveness of individual mentoring; methods for stimulating and supporting individual 
behavioural change by debtors and organisational and policy change by lenders; pathways to 
collective action. [Research] 

3. Utilise and disseminate learning from the project to embed money management in Thrive and 
to use the learning in other agencies. [Dissemination and impact] 

 
The extent to which each of these aims was achieved is summarised below.  

1. The action programme 
a) Mentoring - The project developed a one-to-one mentoring programme, initially engaging 24 
households, the majority of which were not in touch with debt advice agencies and were experiencing 
high levels of debt and a range of other complex problems in their lives.  The programme was sustained 
from January 2012 until March 2013. The evaluation of the scheme suggests that a group- and 
community-based approach to developing financial capability would be more sustainable over the long 
term, and would also lead more easily into involving households in local collective actions and 
campaigns.  
 
b) Community-based actions and campaigns – Several local actions were initiated by the project in 
relation to doorstep lending and incentivised saving. The work of the project fed into a successful 
national action to reform the rent-to-own sector of the high cost credit market, and is leading to 
ongoing action on affordability of high cost credit and demands for data sharing between companies.  
However, only five households from the project have been involved in these actions to date. This 
reflects both the all-consuming nature of the struggle to survive in many households, as well as a lack of 
capacity within Thrive (with only a half-time equivalent post attached to this project) to develop and 
support volunteers,  in addition to running the mentoring scheme.  

2. The research programme 
A programme of on-going evaluative action research was conducted, with the researcher and 
community organisers working closely together to recruit and interview households, set up and modify 
the mentoring scheme over time, link households to campaigns and synthesise data from research 
interviews and mentoring reports. Combining the role of mentor with gathering data for the research 
was not easy, given the time pressures on the mentors. They tended to see their role as mentors rather 
than systematic gatherers of research data. Ideally these roles should be separated, but this would 
require significantly more resources for the research side of the project. 
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3. Dissemination and impact 
a) Dissemination 
 The preliminary findings from the project were disseminated nationally at the Social Policy Association 
Conference in York in July 2012 (Flaherty and Banks, 2012) and the Social Work Action Network 
Conference in London in April 2013. Regional dissemination and discussion took place at several events 
on welfare reform in Middlesbrough and Stockton during 2012, while focussed workshops were held in 
December 2012 (Stockton) and February 2013 (Durham). The draft final findings were also considered at 
the Advisory Group in March 2013 and presented at a regional Celebratory Learning Event in April 2013.  
This led to the formulation of a series of recommendations and a brief programme of work during April-
June 2013 with local and national agencies to consider how they might be implemented.  An article was 
written and accepted for publication in the Journal of Poverty and Social Exclusion (Flaherty and Banks, 
2013), an eight page Research Briefing (Banks et al. 2013) and a Community Mentoring Toolkit were also 
produced (Centre for Social Justice and Community Action, 2013). Further dissemination events are 
planned for Autumn 2013, including an invited presentation at the Middlesbrough Financial Inclusion 
Partnership and a launch of the reports and toolkit at Durham University’s Wolfson Research Institute in 
Stockton in October 2013.    
 
b) Impact on Thrive and other agencies 
Building on the Debt on Teesside research, Thrive made applications in June and July 2013 to several 
funding sources to develop their work in the financial inclusion field. As a result, the Esmée Fairbairn 
Trust has awarded Thrive a grant of £30,000 from November 2013 over two years to support 
programme of working with local volunteers to counter images of people living in poverty and take 
action on ‘fair finance’ in Teesside. The Stockton and District Advice and Information Service, which was 
represented on the Advisory Group and provided seconded mentors for the project, is currently looking 
at embedding into its services some of the learning relating to the problems faced by indebted 
households using high cost credit. Through the Stockton Welfare Advice Network (SWAN), SDAIS has 
offered Thrive £5,000 to be involved in developing coordinated monitoring and recording systems for 
supporting financially excluded households living in Stockton. Thrive also submitted a bid to the Big 
Lottery Fund for work on financial capability. 
 

Overall review of findings in relation to original research questions 
The specific research questions identified at the start of the project were: 

1. What factors shape and/or constrain the financial choices made by the individuals and 
households participating in this project?  

2. How effective is intensive, one-to-one mentoring by trained volunteers in changing the 
behaviour and attitudes towards managing money of people who have severe debt problems? 

3. What contribution does engagement in community-based activities have on people’s financial 
choices and how does this impact on their abilities to manage money? 

4. What role can various partner agencies play in developing a coordinated approach to tackling 
financial exclusion in poor neighbourhoods? 

5. What are the key lessons that can be learnt from this project that can be used elsewhere, and 
that can be built into the ways of operating of both specialist debt advice agencies and generic 
community projects in poor neighbourhoods where high levels of debt are problematic?  
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Inevitably the research has generated more substantial answers to the first two questions (about 
people’s financial choices and the effectiveness of mentoring), whilst the answers to the last three 
questions will require ongoing action and research work after the end of the project   
 

1. Factors shaping and constraining financial choices 
The findings reported in Chapters 4 to 6 suggest that a number of factors influenced the use of credit by 
the households in the project, including: 
 
a) Need for credit - Having a low income and no savings means that credit is needed for coping with 

crises and major events, and in many cases for basic on-going living expenses. 
b) Unavailability of low cost credit - Lack of savings and a poor credit record means many sources of 

third sector credit (e.g. credit unions) and mainstream credit (e.g. banks) are not available to poor 
households.  

c) Ready availability of high cost credit - High cost credit is readily available, with few checks on 
affordability, and is frequently offered (e.g. by doorstep lenders) without being sought by 
households. 

d) Normalisation of high cost credit - Use of high cost credit is accepted and normalised in certain 
communities - used by families, friends and neighbours (e.g. catalogues, rent-to-own companies, 
doorstep lenders).   

e) Short term approach to money management - Attitudes towards money management are short-
term.  For many households, the main consideration in taking out a loan is whether the weekly 
repayment looks manageable, rather than the total cost of the loan over the repayment period. 

f) Influence of consumer society - Immersion in a consumer society means material goods are highly 
valued  and purchasing of relatively high cost items (smart phones, TVs, computer games) is one 
way people can exert a choice to socially include themselves and their families. Purchase of such 
goods for children in order to counter peer pressure or bullying was commonly mentioned by the 
households in the project. 

   

 2. Effectiveness of mentoring 
The evaluation of the mentoring scheme in Chapter 7 indicates: 
 
a) Improved sense of well-being and confidence – the clearest benefit of the mentoring scheme was a 

reported overall sense of households being more in control of their lives. This was a result of feeling 
that they had someone to talk to and a source of support in relation to financial matters, as well as 
a range of other problems in their lives.   

b) Improved household finances - one-to-one mentoring was helpful for some of the indebted 
households in moving them away from high cost credit and making savings on out-goings.  

c) Improved financial capability – some households developed a greater ability to assess and control 
their finances and made more considered financial choices.  

d) The challenge of high cost credit – despite feeling more in control of their lives and being more 
aware of the overall charges of high cost credit, many households continued to use high cost credit 
sources.  



64 
 

e) Intensive support is required – for mentoring to work, it is important to build up a trusting 
relationship and for the contact between mentor and mentee to be frequent and regular.  This is 
expensive and time-consuming. 

f) Life circumstances and motivation to change influenced the degree of engagement - the 
complexity of people’s lives meant that debt was only one of many problems, and often was not the 
highest priority. Some participants viewed the mentoring as useful for fixing immediate crises (such 
as rejection of a benefits claim or the arrival of a court summons), but did not feel the need, or have 
the capacity, to engage in long-term work with a mentor on financial matters.  

g) The value of neighbourhood-based peer support – the two workshops held with households 
participating in the project indicated the value of peer discussion and support. A possible revised 
model for a mentoring scheme could be a tailored four to six week course on financial capability in a 
community-based setting.  A central aspect of this would be developing peer mentoring, which 
could be continued after the end of the formal course (via face to face meetings or social network 
groups to maintain support).  This would require less external resources to be relied on (volunteer 
mentors visiting households) and might be more sustainable in the long term. 

3. Contribution of engagement in community-based activities to money management  
To date, only five of the households involved in the project have engaged in community-based activities 
linked to the project. This is not surprising, since the households recruited to the project were selected 
on the basis of their high levels of debt and willingness to engage in one-to-one mentoring, rather than 
their interest in community action.  Furthermore, the capacity of Thrive, a small community-based 
organisation, to undertake the amount of work required to engage households in community-based 
activities is limited.  Hence at this point, it is not possible to assess what contribution engagement in 
community-based activities might make to the money management capacities and behaviours of 
households.  However, feedback from households involved in the community action and campaigning, 
as reported in Chapter 7, indicates that for these individuals their involvement in community action 
boosted their confidence and reinforced the work of the mentors.   

4. Role of partner agencies in developing a coordinated approach to tackling financial 
exclusion 
Several key agencies were involved in the project on the advisory group and some provided seconded 
mentors (Five Lamps, Fabrick Housing-Tandem Finance, Stockton and District Advice and Information 
Service and Tees Credit Union).  This demonstrates a willingness to work together and to take learning 
from the project to develop further coordinated approaches to tackling problems caused by high levels 
of debt in poor households (as evidenced by the Stockton Welfare Advice Network proposals discussed 
in section 3 a) earlier in this chapter). Financial inclusion partnerships exist in the Teesside area: 
Middlesbrough Financial Inclusion Partnership and the Infinity Partnership (covering Stockton).  These 
provide a structure for the recommendations of this research to be considered and implemented.  
 
At two meetings of partner agencies that were convened by the Debt on Teesside project, a range of 
recommendations were made. These included: 
 
• Developing incentivised savings schemes coordinated by a group of local organisations and/or 

businesses in Stockton and Middlesbrough.    
• Partner agencies working with schools and colleges to conduct awareness campaigns on the 

benefits of savings for children and young people, who bring this learning into their families.  
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• Developing financial capability training for a range of professionals (social workers, health visitors, 
school teachers) so they can use this in their work. 

• Improving links between social landlords and credit unions, in order to increase awareness of 
tenants of alternative sources of lower cost credit.   

5. Key lessons for specialist debt advice agencies and generic community projects  
a) Implications of welfare reform – the changes to welfare benefits from April 2013 (including the 

freezing of benefits, under-occupancy charge and transference of Social Fund loans to local 
authorities), along with the switch to Universal Credit from October 2013 (monthly payments of all 
benefits for new claims) will have a significant impact on the households in the project and similar 
households.  It will also generate an increased demand for advice on welfare benefits and debt, 
affecting local authority and third sector advice services.  Traditional casework models of advice 
giving via one-to-one phone, internet and office-based services may need to be re-thought, with 
further resources being diverted to community-based schemes in targeted neighbourhoods. 

b) Flexible debt advice and financial capability – many of the households in the project had not used 
debt advice agencies, had low levels of awareness of total levels of debt and the total cost of the 
high interest credit they were using, were unaware of their consumer rights and had very 
entrenched ways of managing a small budget.  Whilst home visits from mentors can reach such 
people, this is time-consuming and may not always result in sustainable changes. Neighbourhood- 
based financial capability training and peer support schemes may provide an alternative model.    

c) Promotion of savings – Participants in the project habitually structured their money management 
around not having savings. If people on low incomes are to move away from high cost credit, then 
the issue of savings has to be tackled, and requires a major change in both people’s circumstances 
and attitudes. Some work can be done through awareness raising campaigns about the benefits of 
savings, including work with young people on this theme; encouragement of savings through local 
credit unions; and incentivised savings schemes such as the one operated in the project with the 
local credit union.   

d) Accessible third sector credit – Few participants were aware of, or used, third sector credit options 
in their areas. The most obvious alternatives, credit unions, are under-resourced and under-staffed 
and cannot compete with subprime credit companies in terms of marketing, doorstep lending and 
provision of instant cash. They also require savings to be built up before a loan can be given. 
Similarly, other third sector loan providers (such as Five Lamps in Thornaby) require credit checks 
that the households in the project cannot meet. ‘Product innovation’ is needed in the third sector, 
such as the direct challenge to the rent-to-own market through provision of lower cost alternatives 
through community-based stores and banks.      

e) Greater regulation of high cost credit sources - Many of the high cost credit providers give poor or 
misleading information about pricing and total costs of products, do no credit checks and charge 
excessively high interest rates.  It is essential that debt advice and other agencies draw attention to 
these lapses and push for existing regulations about advertising, pricing and affordability to be 
enforced by the Office of Fair Trading. They should also give serious consideration to supporting the 
campaign to introducing data-sharing between high cost credit companies and a cap on the total 
cost of credit (that is, the cost including interest and other required payments such as insurance). 
There is some debate about whether the introduction of data-sharing and systematic credit checks 
will limit the amount of credit available to people who need it to survive; and also whether capping 
either interest rates or the total cost of credit will result in people turning to illegal lenders or to 
particular markets not covered by consumer credit legislation (such as sale and buy-back of goods 
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or extension of loans).  The actual outcome will depend on a range of factors, including the 
availability and take-up of support and advice on money management and of mainstream and third 
sector credit for customers with little savings and poor creditworthiness. There is a strong ethical 
argument for a cap on the total cost of credit, to prevent companies making a profit from the 
poorest members of society. This ethical argument also entails, therefore, a commitment to 
ensuring all members of society have adequate income on which to live and a reduction in 
inequalities in incomes and opportunities.  

 
Summary of key recommendations 
a) Development of neighbourhood, group-based financial capability and mentoring programmes – 

one-to-one mentoring can be effective, but is time-consuming and does not necessarily connect 
households with each other. In addition to one-to-one mentoring, support should be given to 
groups of people in their local neighbourhoods, including professionally-delivered financial 
capability courses, leading to trained participants offering peer support locally. 

b) Redeployment of staff to community-based work  – advice agencies and housing providers might 
consider redeploying a small proportion of existing staff from casework to community-based debt 
advice and support projects.  

c) Coordinated action by partner agencies on Teesside – many agencies in Middlesbrough and 
Stockton are already meeting together to work on financial inclusion, particularly in the context of 
welfare reform. The research findings should be presented to the Financial Inclusion Partnerships to 
discuss further coordinated action.  

d) Research to monitor high cost credit use following welfare reforms – low income households have 
relied heavily on Social Fund loans. Follow-on research is recommended to monitor the effects of 
welfare reform, particularly the changes to the Social Fund, on the use of high cost credit in poor 
households. 

e) Development of infrastructure for Thrive to support volunteers and community activists – the 
resources and administrative infrastructure needed to support community-based volunteers is 
significant. It is recommended that Thrive seeks funding for a project to develop and support 
community-based volunteers and activists over a three-year period, building an infrastructure of 
training, support, monitoring and evaluation. 

f) Development of further low cost credit options for poor households – further work is needed with 
credit unions and other alternative credit providers to encourage and support greater accessibility 
and take-up of low cost credit options for poor households. 

g) Greater state regulation of high cost credit providers – current regulations about pricing and 
advertising in the sub-prime credit market need to be enforced; new regulations, including 
requirements for data-sharing to ensure affordability of loans, should be introduced, and a legal cap 
on the total cost of credit.  
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