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Creating a Society Free of Serious Personal Debt

Introduction

Serious personal debt ruins lives. It undermines mental and physical 

health, as well as employment prospects. And without work, there 

is little chance of paying off rapidly accumulating debts. As we have 

seen time and time again, poverty is both a cause and a consequence 

of serious personal debt.

For those who are ‘just about managing’, the strain of a broken 

boiler or washing machine can be overwhelming. Without access 

to the mainstream loans that many people take for granted, these 

families have no choice but to take out aggressively priced loans 

and struggle to pay them off. The resulting financial strain can be 

overwhelming and all too often, people in our poorest communities 

become trapped in a spiral of debt, which further entrenches their 

financial hardship.

This problem is even more striking because so many people struggle 

financially. 2.6 million people grapple with severe debt problems 

in the UK.1 It is estimated that this costs the UK economy £8.3 bil-

lion a year in debt-related physical and mental health problems, 

lost productivity, unemployment, family breakdown and housing 

issues.2 A further 8.2 million people are over-indebted and risk trip-

ping over the precipice into similar grounds.3

1 StepChange Debt Charity and Baker Tilly (2014), Cutting the cost of problem debt: the 
£8.3 billion challenge [available at: www.stepchange.org/policy-and-research/social-cost-
of-debt.aspx].

2 Ibid.
3 Money Advice Service (2016), A Picture of Over-Indebtedness [available at: www.moneyad-

viceservice.org.uk/en/corporate/a-picture-of-over-indebtedness].
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Worse still, 2.4 million children live in households where debt is 

a serious problem.4 As one roundtable expert on the impact of debt 

on children explained, poor financial health causes children to be 

stigmatised at school, prompts family breakdown and places children 

at greater risk of developing mental health conditions.

The Centre for Social Justice (CSJ) held a roundtable to discuss how 

we can put an end to serious personal debt. Our roundtable drew 

together an impressive group of experts, each providing rich and 

informed insights. In our discussion, we unpacked two main ways in 

which the Government could help support people who face serious 

problem debt: give debtors the time and space to gain control over 

their financial burdens, and support low-income groups to build 

savings so that they can withstand sudden economic shocks. This 

paper brings together some of the main themes that arose from 

our discussion.

4 The Children’s Society (2016), The Damage of Debt: The impact of money worries on chil-
dren’s mental health and wellbeing [available at: www.childrenssociety.org.uk/sites/default/
files/the-damage-of-debt-2016.pdf].
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Statutory breathing space

Statutory breathing space would, for a defined period of time, allow 

eligible individuals to freeze their obligations to repay existing debts.5 

This provision would apply to consumer debt, but also to other liabilities 

including council tax and utilities. During this time, debtors would be 

protected from standard repayment obligations and any additional 

interest, punitive charges or enforcement actions attributed to them.

There is increasingly strong support for statutory 

breathing space

The time for introducing statutory breathing space has arrived. In its 

report, Restoring the Balance, the CSJ outlined the importance of 

providing breathing space to people with serious debt problems.6 Since 

then, Kelly Tolhurst MP has introduced a private members’ bill which 

adds further weight to this concept, and there is increasingly robust 

support for it from key players in the voluntary and private sectors.

The cross-party All Party Parliamentary Group on Debt and Personal 

Finance has backed the concept of statutory breathing space, as 

have the Financial Inclusion Commission and the Work and Pensions 

Select Committee in Parliament. There was also strong support for 

statutory breathing space from our roundtable participants, some 

of the country’s leading experts in this space. They cited a number 

of reasons for endorsing such a scheme, which we outline below.

5 In this report, the term “creditors” also captures public bodies who collect payments and 
arrears, including, for instance, in relation to council tax and utilities.

6 Centre for Social Justice (2014), Restoring the Balance [available at: www.centreforsocial-
justice.org.uk/core/wp-content/uploads/2016/08/balance.pdf].
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Breathing space makes good sense

To obtain statutory protection from debt repayments in England and 

Wales, individuals must declare insolvency. While this might be suit-

able for people who stand very little chance of ever repaying their 

debts, it is not suitable for many other people who are struggling 

with debts but could realistically gain control over them with the 

right support.

For this group of individuals, statutory breathing space would give 

them space and time to seek expert debt advice and the opportunity 

to build sustainable repayment plans. Many of these individuals face 

pressures to repay debts at unaffordable rates, which prompts them to 

seek even more credit. Without the flexibility that statutory breathing 

space would provide, they are likely to remain trapped in debt cycles. 

For instance, StepChange Debt Charity, the UK’s largest specialist free 

debt advice charity which helped nearly 600,000 people last year, found 

that six in ten of its clients who were not granted voluntary breathing 

space turned to further credit to assuage their debt problems.7

In addition, problem debt is often caused by unforeseen external 

shocks and statutory breathing space would give debtors the chance 

to resolve the factors that triggered their debt in the first place. For 

example, according to StepChange Debt Charity, 60 per cent of 

its clients incurred problem debt because they suffered job losses, 

reduced incomes, illness or relationship breakdown.8

7 StepChange Debt Charity (2015), Safe Harbours [available at: www.stepchange.org/
Portals/0/documents/media/reports/StepChange%20Safe%20Harbours%20.pdf].

8 StepChange Debt Charity (2015), StepChange Debt Charity response to HM Treasury and 
Financial Conduct Authority [available at: www.stepchange.org/Portals/0/documents/me-
dia/reports/StepChange%20Debt%20Charity%20response%20to%20the%20HMT%20
%26%20FCA%20Financial%20Advice%20Marke___.pdf].
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People with mental health conditions would  

benefit substantially from statutory respite from  

debt obligations

Statutory breathing space is also crucial for people who suffer from 

mental health conditions. This is because there is a strong relationship 

between poor mental health and debt. As one of our roundtable 

attendees explained, a quarter of people with mental health condi-

tions are behind on at least three payments. And individuals who 

have depression and financial difficulties are four times less likely to 

recover in 18 months than people who have depression but do not 

have financial difficulties.

For these individuals, access to expert debt advice is crucial. But they 

must also be able to channel their efforts into managing their condi-

tions. And this takes time. According to one roundtable participant, 

it typically takes around 16 weeks to enrol onto a course of cognitive 

behavioural therapy, which then usually takes 12 weeks to complete. 

Breathing space would allow people with mental health conditions 

to focus on recovery. This would put them in a better place to find 

work, or return to work, and think about repaying their creditors.

Why we cannot rely on voluntary forbearance

Forbearance is a temporary postponement of debt payments. Many 

creditors have demonstrated their willingness to grant their debt-

ors flexibility, allowing them to enter voluntary arrangements and 

devise debt management plans. Where creditors are willing to be 

more flexible in their approaches to debt collection, the results seem 

to be encouraging. For instance, StepChange Debt Charity found 

that 60 per cent of its clients could stabilise their finances once all 
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creditors agreed to freeze interest rates, punitive charges or enforce-

ment actions. Conversely, none of their clients who were unable to 

secure similar deals could stabilise their finances.9

But forbearance is not ubiquitous. According to one roundtable 

expert, it is estimated that between a third and a half of people 

who request breathing space from their creditors are granted this. 

Our roundtable attendees identified public sector bodies as being 

particularly closed to the possibility of agreeing alternative payment 

plans, although there was recognition that many private actors were 

also unreceptive.

One of the main obstacles to more widespread forbearance is moral 

hazard: a creditor may want to provide its customers with flexibil-

ity, but it cannot be sure that other creditors (who may also have 

extended credit to its customers) will behave in the same way. In 

this climate, there is a structural disincentive for a creditor to provide 

more flexibility to its customers – if other creditors maintain aggres-

sive approaches while it does not, it may not reclaim its debts at 

all. A statutory requirement for all creditors to adopt the same level 

of flexibility would nullify this risk.

Debtors must make the most of a statutory time-out

Millions of people in the UK are locked into cycles of debt. What 

these individuals need is respite from their relentless tussles with 

financial hardship, and we have outlined above some of the reasons 

why it is important to provide respite. However, statutory breathing 

space is only helpful if individuals who suffer from problem debt 

9 Ibid.
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use this period to address the root causes of that debt so that they 

break free from it.

Our roundtable participants stressed that debtors should use this time 

proactively to seek expert advice and build sustainable repayment 

plans, and this must be part of the social contract that underpins 

short-term statutory protection from debt obligations. To qualify 

for breathing space, individuals must engage with debt advisors to 

identify the source of their debt problems, seek relevant support and 

devise an affordable repayment plan.

Help to Save

While it is important to give people the space and time they need to 

address problem debt in a sustainable way, prevention is always better 

than cure. Ideally, nobody would have problem debt in the first place. 

The best way to achieve this is for individuals to build financial resilience.

The Government recognises this. By no later than April 2018, it will 

introduce a new ‘Help to Save’ scheme. 3.5 million adults will be able 

to access the scheme. This will include people who receive Universal 

Credit and who have minimum weekly household earnings of 16 hours 

at the National Living Wage. It will also include people who receive 

Working Tax Credits. Those who sign up will receive a 50 per cent 

uplift on up to £50 of their monthly savings. Over four years, par-

ticipants can expect to receive up to £1,200 in bonuses.10

10 HM Treasury (2016), The Savings (Government Contributions) Bill: Impact Assessment 
[available at: www.gov.uk/government/uploads/system/uploads/attachment_data/
file/560346/impact_assessment.pdf].
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There are sound reasons for introducing Help to Save

There is a clear need to help low-income savers build financial resil-

ience and avoid an all too familiar revolving door of unsustainable 

debt. StepChange Debt Charity surveyed 1,551 of its clients, finding 

that over 78 per cent of respondents needed to meet an unexpected 

cost at least once per year.11 The same survey found that, in the 

absence of having any savings, 37 per cent of respondents cut back 

on essentials like food or heating.12

There was strong support among our roundtable participants for 

Help to Save. Around half of households with an income of less 

than £30,000 have no savings at all.13 A household with a financial 

cushion of £1,000 is 44 per cent less likely to fall into debt, and if 

every household in Great Britain had such a buffer, 500,000 fewer 

households would be exposed to problem debt.14 This scheme 

will encourage working families on low incomes to build financial 

safeguards so that they are able to withstand sudden shocks, like 

broken boilers, without having to resort to aggressively priced loans.

11 StepChange Debt Charity (2016), Help to Save: consultation on implementation [available 
at: www.stepchange.org/Portals/0/img/policy-research/HMT-Help-to-Save-consultation-on-
implementation-response.pdf].

12 Ibid.
13 HM Treasury (2016), The Savings (Government Contributions) Bill: Impact Assessment 

[available at: www.gov.uk/government/uploads/system/uploads/attachment_data/
file/560346/impact_assessment.pdf].

14 StepChange Debt Charity (2016), Help to Save: consultation on implementation [available 
at: www.stepchange.org/Portals/0/img/policy-research/HMT-Help-to-Save-consultation-on-
implementation-response.pdf].
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There is a risk that Help to Save will not fulfil 

its potential

Help to Save is a sound scheme that could improve quality of life 

for millions of people. But there is a real risk that it will not fulfil its 

potential. Only one in seven (500,000) eligible individuals is expected 

to sign up in the first two years of the scheme being available.15 This 

means that around 3 million people who stand to gain from the 

scheme may not do so.

As eligibility for Help to Save is based on entitlement to social security 

benefits, the Government is particularly well-placed to communicate 

the benefits of the scheme through the welfare system. It should 

build an effective campaign to promote the scheme to its intended 

audience. To do this, it must first identify the factors that are likely 

to drive low uptake, as well as the barriers that might impede the 

free flow of information to those who need it most.

Roundtable attendees also highlighted the fact that there is very 

little awareness of Help to Save in the third sector. Campaigns to 

promote the scheme should therefore also target the third sector 

organisations that are likely to provide wrap-around support to this 

cohort of individuals, so that they too can advise on the merits of 

the scheme to those who need it most.

To maximise Help to Save’s impact, the Government should also 

consider refining its design so that clients can set up different types 

of accounts that best meet their needs. As one roundtable participant 

15 HM Treasury (2016), The Savings (Government Contributions) Bill: Impact Assessment 
[available at: www.gov.uk/government/uploads/system/uploads/attachment_data/
file/560346/impact_assessment.pdf].
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explained, people with certain mental health conditions that are 

associated with more impulsive behaviour, for instance, might profit 

from more “sticky” accounts where access to savings is less fluid than 

traditional savings accounts. By offering a wider range of options, 

Help to Save may draw a more diverse cohort.

Help to Save needs to be supplemented by better 

financial education

Introducing Help to Save is one way to encourage a more preven-

tative approach to problem debt. Our roundtable participants also 

stressed a number of other ways to do this. First, the Government 

must introduce better ways of educating our children about financial 

management so they are equipped to handle the financial respon-

sibilities that accompany adulthood. The Department for Work and 

Pensions has in the past argued for the inclusion of specific compo-

nents on financial management in the national curriculum, and the 

Department for Education should explore ways of integrating this 

into the curriculum as a matter of priority.

Big data should be used to identify warning signs

Our roundtable participants also highlighted the untapped poten-

tial that exists in harnessing big data to help people manage their 

finances and other ancillary issues. According to one attendee, the 

Government could do more to support utilities companies under-

stand their customers’ needs. Currently, vulnerable customers are 

encouraged to inform all other organisations about any personal 

challenges they face, and there should be a more rational, “tell 

once” mechanism that allows individuals to do this without having 

to repeat the exercise multiple times.
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The Government should also use the data it holds on individuals’ 

interactions with the welfare state in a smarter way to predict likely 

behaviour and identify possible warning signs. There is an increasingly 

robust literature on behavioural economics, which could be used to 

inform decisions about the support the state provides to people – not 

just in relation to debt, but also other challenges that are often asso-

ciated with debt like mental health conditions, family breakdown, 

or addiction. In this way, individuals could access a broader range of 

wrap-around support, which would allow them to tackle any other 

potentially destabilising challenges they might face.

Moving forward

Our roundtable drew together an impressive group of experts, 

each providing rich insights into how we can put an end to serious 

personal debt.

In summary, our roundtable discussion highlighted the following 

ways in which the Government could help tackle this important issue.

•• There is strong support for statutory breathing space and such a pro-

vision makes good sense. It would provide individuals with the 

space and time to seek expert debt advice and put together sus-

tainable repayment plans. Where relevant, individuals would also 

have more time to resolve the triggers that caused their problem 

debt in the first place.

•• However, statutory breathing space is only helpful if individuals 

who suffer from problem debt use this period to address the root 

causes of that debt so that they break free from it. This condition 

must be a clear part of the social contract that underpins short-

term statutory protection from debt obligations.
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•• There is a clear need to help low-income savers build financial 

resilience and the Government’s Help to Save scheme, which will 

be available in 2018, is a sound initiative.

•• But there is a real risk that Help to Save will not fulfil its potential. 

The Government should build an effective campaign to promote 

the scheme to its intended audience. To do this, it must first 

identify the factors that are likely to drive low uptake, and the 

barriers that might impede the free flow of information to those 

who need it most.

•• Help to Save needs to be supplemented by better financial edu-

cation. The Department for Education should explore ways of 

integrating specific modules on financial management into the 

curriculum as a matter of priority.

•• The Government should use the data it holds on individuals’ inter-

actions with the welfare state in a smarter way. It could use this 

information to identify warning signs and inform decisions about 

appropriate support – not just in relation to debt, but also other 

challenges that are often associated with debt like mental health 

conditions, family breakdown, or addiction.
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