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MAYOR’S FOREWORD 

 
Tackling exclusion, in all its forms, is one of my top priorities as Mayor of Tower Hamlets. Financial 
exclusion is one of the most pernicious forms of exclusion, as it prevents residents from accessing 
even the most basic of services. It also makes residents vulnerable to the activities of illegal loan 
sharks and expensive loans companies.  
 
Financial exclusion removes choices and opportunities from families and communities. It is well 
known that financial exclusion exacerbates poverty, forces people into unmanageable debt, and 
undermines health through causing stress and depression.  
 
Tower Hamlets has a successful record of promoting financial inclusion: there are a number of 
organisations that have an established history in providing excellent financial inclusion activities and 
projects in the borough, some of whom are nationally recognised as leaders in the field. Over the 
years a number of initiatives have been developed by organisations across the borough, 
including face-to-face debt advice; access to basic banking and affordable credit; and financial 
literacy and capability workshops run in local community centres. 
 
However I am deeply concerned that the impact of the global financial crisis and central Government 
cuts may deepen financial exclusion in the borough. Now is the time for the Council and its partner 
organisations to ensure that advice and support reaches the maximum number of residents. 
 
This Financial Inclusion Strategy has been developed in partnership with key organisations in the 
borough including the Council, housing associations, the local NHS, community and voluntary 
groups. This partnership strategy will support groups in working together towards a shared vision, 
facilitate improved co-operation between organisations, and enable the sharing of best practice and 
information to further improve services. 
 
For this to be achieved the following thematic priorities have been identified.  
 Improving financial literacy and capability;  
 Improving access to financial products;  
 Improving access to debt and money; and 
 Raising awareness of financial inclusion services. 
 
By achieving these priorities, the Tower Hamlets Financial Inclusion Strategy will help deliver our 
One Tower Hamlets priority of tackling poverty and inequality, as outlined in the borough’s 
Community Plan.  
 

Mayor Lutfur Rahman 
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EXECUTIVE SUMMARY 

 
The economic downturn and changes to the benefit system, alongside historically high levels of 
deprivation, have encouraged a renewed focus on debt, poverty and promoting financial inclusion in 
Tower Hamlets.  
 
A range of initiatives aimed at promoting financial inclusion are already being delivered by agencies 
in the borough, including those in the voluntary and social housing sectors, but there is a need for a  
more co-ordinated approach to address increasing needs. The purpose of the strategy is to provide 
a shared framework for financial inclusion in Tower Hamlets over the next three years. As a 
partnership strategy, it will contribute to achieving the overall vision of the Tower Hamlets 
Partnership, as outlined in the borough’s Community Plan. 

 
The strategy aims to achieve a financially inclusive Tower Hamlets where residents have access to 
a comprehensive range of appropriate financial and money advice services, as well as the 
knowledge, skills and confidence to maximise their own financial well-being. It has been informed by 
a detailed evidence base report containing information from a wide range of national, regional and 
local sources.  

 
In order to achieve the overall strategic aim we will focus on three key themes and one cross-cutting 
theme, each with its own objectives. 
 
 
 Theme 1: Financial literacy and capability 

Objective 1.1: Target money management support at those most at risk of financial vulnerability. 
Objective 1.2: Improve access to financial education and money management resources. 

 
 

 
 

 Theme 2: Access to appropriate financial products and services 
Objective 2.1: Work in partnership with the financial services industry to increase access to 
suitable financial products and services for low income households. 
Objective 2.2: Widen access to, and availability, of affordable credit for people on low incomes. 

 
 
 
 Theme 3: Access to debt and money advice services 

Objective 3.1: Ensure that residents, particularly vulnerable residents, are aware of free debt 
advice services and understand options available to them. 
Objective 3.2: Work with creditors to promote early identification and intervention for residents 
with debt or money management problems.       
  
 

 Cross-cutting theme: Communication and awareness raising 
Objective: Raise awareness of financial inclusion services. 

 
 
 
As a partnership document, the delivery of the strategy will be the responsibility of organisations 
within the Tower Hamlets Partnership. A detailed action plan is being developed which outlines lead 
organisations for each action. The steering group of the Financial Inclusive Tower Hamlets Network 
will monitor progress against the action plan, on behalf of the Tower Hamlets Partnership. 
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INTRODUCTION 

 
What is Financial Inclusion? 
Financial inclusion is ensuring that everyone has access to appropriate financial services, enabling 
them to manage their money, plan for the future, cope with financial pressures and deal effectively 
with financial distress. It can be broken down into three elements: 
 effective financial decision-making;  
 access to suitable products and services; and 
 access when needed to appropriate debt advice.  
 
Effective financial decision-making requires financial literacy – understanding of financial concepts, 
and financial capability – the ability and motivation to manage your finances, seek out information 
and advice, and apply these to personal circumstances. Access to suitable services and products is 
about being able to obtain bank and savings accounts, affordable credit, insurance products and 
free money advice. Many people struggle to manage their finances and are unable to access 
mainstream financial products, putting them at risk of acquiring unmanaged debts. In such cases 
people need to be able to access free, reliable and timely debt advice. 

 
The term financial exclusion is the inability, or difficulty, to access and use financial products such as 
a bank account, savings account, credit and insurance. Those most likely to experience financial 
exclusion include: households on low incomes; single parents; the over 60s; people aged 18 to 24; 
people with disabilities; households in social housing and homeless households.

 

Why is promoting financial inclusion important in Tower Hamlets? 
The cost of financial exclusion is high, both to households affected and society as a whole. It impacts 
on general well-being and is closely related to poverty and social exclusion, all of which affect many 
people in Tower Hamlets. Research shows that those who are financially excluded face multiple 
disadvantages, and can be locked in a cycle of poverty, including1: 
 reliance on doorstep or illegal lenders with high interests rates; 
 difficulties in securing employment, as many employers pay wages into a bank account; 
 paying more for utilities due to lack of access to discounts available for Direct Debit and other 

automated payment methods; 
 paying a ‘poverty premium’ (estimated £1,300 a year)2 to access financial services and utilities; 
 lacking financial safety nets such as insurance to deal with unexpected financial difficulties; 
 being unable to access appropriate financial advice resulting in unmanageable debt; and 
 poor health caused by money worries and indebtedness. 

 
Over the past decade a number of initiatives aimed at promoting financial inclusion have been 
developed by organisations across Tower Hamlets. However these services have often been 
developed in a piece-meal fashion, with limited co-ordination between the various initiatives. The 
need to improve the linkages between financial inclusion services resulted in the formation of the 
Financially Inclusive Tower Hamlets (FITH) Network in 2010, with key stakeholders including Job 
Centre Plus, social housing providers, voluntary sector agencies and Council services.  

 
A financial inclusion strategy for Tower Hamlets is a key priority for the Tower Hamlets Partnership, 
outlined in the borough’s Community Plan. The Community Plan sets out the long-term vision of the 
Partnership to improve the lives of all those living and working in the borough, and is centred on 
tackling poverty and inequality. The Financial Inclusion Strategy has a cross-cutting impact on all the 
themes and priorities within the Plan. It is therefore closely related to other partnership strategies 
and projects including the Employment and Enterprise strategies; Homelessness Strategy; Health 
and Wellbeing Strategy, Welfare Reform Project and developing Anti-Poverty Framework. 
 

                                            
1 Resolution Foundation, Financial Inclusion and Financial Capability Explained, 2009 
2 Ibid 
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The Financial Inclusion Strategy is based on a detailed evidence base drawing on national and local 
research on financial inclusion, its impacts and good practice examples in policy making and service 
design. 
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NATIONAL AND LOCAL CONTEXT 

 
 

National Policy Context 
Promoting financial inclusion has been a focus for governments over the past decade. A range of 
national policies and products have been introduced to this end, and have led to some successes. 
For example, as a result of a number of nationally-led initiatives, there has been a notable reduction 
in the number of people without a basic bank account. 

 
In 2006 the Financial Services Authority (FSA) launched a National Strategy for Financial Capability. 
In 2008 this was supplemented with a Joint Action Plan for Financial Capability with HM Treasury. As 
part of this, a range of measures were introduced to improve financial capability. These included 
initiatives to improve financial education in schools, support for the development of credit unions and 
work with the financial services industry to provide funding for free independent debt advice provision.  

  
In 2011 the National Money Advice Service was established to provide clear, unbiased and free 
advice to help people make informed choices about their finances. In 2012 they were given the 
additional remit of overseeing the co-ordination of debt advice services in the UK. The Money Advice 
Service has introduced a range of initiatives including online health-check tools to help people 
understand their financial situation and take appropriate action. They are currently developing a 
model for the delivery of debt advice services nationally.  
 
Despite these government initiatives there still remain areas with high levels of financial exclusion in 
the UK, including Tower Hamlets. Gaps remain on the supply of financially inclusive services, 
particularly in relation to savings, access to affordable credit and free face-to-face debt advice. 
Changes in the macro-economic environment have influenced the availability of affordable credit, and 
rising housing and utility costs have caused an increase in demand for debt and money advice; 
consequently demand often outstrips supply. This is further exacerbated by the low levels of financial 
literacy and financial capability in many local communities. 

 
Welfare Reform 
The Welfare Reform Act of 2012 will have a significant impact on financial inclusion. The introduction 
of household benefit caps will present major challenges to benefit-dependent households. The cap 
will reduce the income of many households and put them at risk of being unable to manage their 
finances effectively, leading to, and further increasing financial exclusion. The £500 a week benefit 
cap for a working age family will particularly affect larger families and families in the private rented 
sector, many of whom are already likely to be financially vulnerable.  
 
The Act also changes the way claimants will receive their benefit payments by having all their benefits 
combined into one Universal Credit and moving from weekly to monthly lump sum payments. This will 
put additional pressure on individuals to be able to manage their income effectively at a time of rising 
costs. A report by Policis, commissioned by the National Housing Federation3, indicates that the 
change to Universal Credit could pose very real risks to the financial wellbeing of social tenants, with 
knock-on implications for housing associations and the implementation of welfare reform.  

 
Tower Hamlets is one of the areas most affected in the country by the working age household benefit 
cap, as it has a high proportion of unemployed, larger households and high rental prices. The Council 
has formed a Welfare Reform Task Group to look at how local organisations can minimise the impact 
of welfare reform on residents; and promoting financial inclusion is a key aspect of this work. 

 
Tower Hamlets Context 
Tower Hamlets remains a place of contrast: immense wealth sitting alongside stark poverty. The 
average annual earnings of those working in the borough is £64,000, yet the Indices of Multiple 

                                            
3
 Policis, Optimising welfare reform outcomes for social tenants, 2012 
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Deprivation score shows Tower Hamlets as the 7th most deprived borough in the country. The high 
levels of poverty and deprivation in the borough mean that many residents experience, or are at risk 
of experiencing, financial exclusion.   

 
Income poverty4 
In Tower Hamlets, it is estimated that 44 per cent of households are in income poverty – defined as 
those living below 60 per cent of the median (or ‘middle’) UK household income, after housing costs. 
This is the highest rate of income poverty across all local authorities in England and Wales and 
double the national average (22 per cent). 
 
Child poverty5  
The latest HM Revenue & Customs (HMRC) data (for August 2010) show that 27,900 children in 
Tower Hamlets live in poverty; this represents 48.6 per cent of all children in the borough and is the 
highest child poverty rate in the UK. All wards in Tower Hamlets have child poverty rates well above 
the national average; the rate ranges from 38 per cent in St Katharine’s & Wapping ward up to 59 
per cent in East India & Lansbury ward. 
 
Pensioner poverty6 
Tower Hamlets has a relatively small pensioner population compared with other areas: nine per cent 
of the borough’s population are aged 60 and over compared with 22 per cent across England. 
Despite the fact that proportionately fewer pensioners live in the borough, those that do, are likely to 
face high levels of income poverty. 
 
 Disability Poverty7 
Based on the 'relative poverty line' in the UK, which equates to living in a household with income of 
less than 60% of median national income,  estimates suggest that around 30% of disabled people 
live below this income line, compared to around 16% of non-disabled people  
 
Fuel poverty8 
Fuel poverty is also an important issue in Tower Hamlets, with over 7,500 households estimated to 
be fuel poor, spending more than 10% of their income on energy to maintain an adequate level of 
warmth9. The Council has adopted an affordable warmth policy in an attempt to assist fuel poor 
residents and a number of initiatives have been developed with the voluntary sector to support 
residents with fuel debts. 
 

                                            
44 Information taken from the Tower Hamlets Council Corporate Research Unit Poverty Key Facts 2011-12 
5 Ibid 
6 Ibid 
7
 Monitoring poverty and social exclusion, Joseph Rowntree Foundation and New Policy Institute, 2006 

8 Department of Energy and Climate change (DECC), Sub-regional fuel poverty levels, England, 2010. 
9 Tower Hamlets Fuel Poverty Data, 2012 
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Figure 1: Children living in poverty, Indices of Deprivation           Figure 2: Older people in poverty, Indices of Deprivation 



 

 

Cross cutting theme: communication and awareness raising 
Objective: Raise awareness of financial inclusion services 

 

 

 

STRATEGIC FRAMEWORK 

 

Strategic aim, themes and objectives 
 
The aim of the strategy is: 
 
To achieve a financially inclusive Tower Hamlets where residents have access to a comprehensive 
range of appropriate financial and money advice services, as well as the knowledge, skills and 
confidence to maximise their own financial well-being.  
 
In order to achieve the overall strategic aim we will focus on three key themes and one cross-cutting, 
each with its own objectives:  

 
 Theme 1: Financial literacy and capability. 
 Theme 2: Access to appropriate financial products and services. 
 Theme 3: Access to debt and money advice. 
 Cross-cutting Theme: Communication and raising awareness. 

 
The figure 3 below illustrates this strategic framework. 
 
Figure 3: Financial Inclusion Strategy Framework 
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THEME 1: FINANCIAL LITERACY AND CAPABILITY 

 

Overview  
Financial capability is the ability to understand and manage personal finances. More specifically, it 
refers to the set of skills and knowledge that allows an individual to make sense of the range of 
products and services available and to be able to select the most appropriate products to suit their 
circumstances. 

 
The Financial Services Authority (FSA) has highlighted five components to financial capability: 
 Making ends meet – ensuring that your spending does not exceed your income. 
 Keeping track of finances – particularly for those on a tight budget.  
 Planning ahead – making provisions for the future. 
 Choosing financial products – making informed choices about financial products. 
 Staying informed about financial matters – some knowledge of financial matters. 
 

A national financial capability survey carried out in 2006, prior to the recession, showed that almost 
one in ten people found keeping up with their financial commitments a constant struggle, with many 
falling behind. Almost one in ten surveyed had no provision for planned expenditures such as 
quarterly or annual bills. Seven per cent of those with a current account could not correctly read the 
final balance from a bank statement10. 
 
A DWP insight study on personal budgeting in 2012 highlighted that:  

 33% of those interviewed budgeted on a weekly or daily scale and a further 34% did not 
budget their money at all. 

 33% admitted to running out of money by the end of their budgeting period always or most of 
the time.40% thought that moving to a monthly payment would make budgeting harder. 

 81% of those who thought that monthly budgeting would be harder were worried about 
running out of money before the end of the month. 

 Respondents were fearful of running out of funds and failing to pay for essentials such as 
rent.  

 

Financial literacy and capability in Tower Hamlets 

The skills and confidence required to be financially capable vary across households and are 
influenced by a range of factors including: literacy and numeracy levels, household composition, 
housing tenure, income and expenditure patterns. Regardless of how much money people have, 
they require financial management skills; these skills are even more important for people on low 
incomes when additional pressures are placed on household finances. Digital Inclusion and access 
to online services are also a key element in supporting households to become more financially 
included   
  
Experian financial capability data for 2010 classify the majority of postcode areas (71 per cent) in 
Tower Hamlets as having high levels of financial vulnerability; almost three times higher than the 
London-wide percentage (26 per cent)11. People who live in these areas typically share multiple 
drivers of financial vulnerability and are most at risk of adverse consequences from poor financial 
decision making. They are likely to lack confidence in financial matters and be in debt, and unlikely 
to have financial safety nets such as savings or insurance. The Experian model suggests that people 
in these groups would benefit most from financial advice. At ward level, the percentage of ‘postcode 
areas’ in the most vulnerable group ranges from 95 per cent in Bromley-by-Bow down to 29 per cent 
in St Katherine’s & Wapping12. 

 
 
 
 

                                            
10 FSA, Financial capability in the UK: establishing a baseline, 2006 
11 Tower Hamlets Financial Inclusion Evidence Base Report, April 2012 
12 Ibid  
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Figure 4: Tower Hamlets postcode areas by financial capability, 2010 
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Current levels of need and provision 
Some national studies, including the British Household Panel Survey carried out by the FSA in 2009, 
show that there is a relationship between financial capability and household profile; certain 
household types are more likely to have lower levels of financial capability than others13. The 
analysis below identifies individual household types with typically low levels of financial capability, 
services currently in place to address their needs and recommends areas for development going 
forward. It is worth noting that many residents will fall within multiple groups of households, and that 
these types of households are more likely to have low levels of financial capability. 

 
Young People 
Young people, particularly those on low incomes; those living independently or in supported 
housing; those with children; and those with poor levels of education, literacy and numeracy, 
typically have lower levels of financial capability compared with other age groups. Tower Hamlets 
has a young population with 14% of people aged 16 to 24. This is higher than the London average 
of 11%. The Jobseekers Allowance claimant rate for this age group was 20.6% in 2011/12, more 
than double the borough average for the same period (9.8%), suggesting that many residents within 
this age group are on low incomes.  

 
A number of schools in the borough have worked with the Credit Union and ‘Mybank’ to open school 
bank accounts and involve young people in discussions about managing money and it is hoped this 
programme will expand. Through the strategy, we will build on and expand this early intervention 
approach, including working with children and youth organisations in the borough to develop 
innovative approaches to supporting young people at risk of financial exclusion. 

 
Older people 
Studies into the financial capability needs of older people have shown that this age group tend to be 
able to better manage their finances. However, the rapid change in financial services and products 
mean that older people can find it difficult to understand and access financial products, particularly 
those available online. Whilst Tower Hamlets has a relatively small proportion of older residents, the 
over 60 population is over 21,000 people and is set to rise over the coming years. In addition, the 
high levels of pensioner poverty in the borough place many older people at risk of financial 
vulnerability. 
 
Some initial work with Age Concern and LinkAge Plus has taken place, including outreach provision 
and one-to-one support with money advice services. This will need to be expanded upon to ensure 
that there is sufficient targeted provision to meet the needs of older people. 

 

                                            
13 FSA, Financial capability and wellbeing: evidence from the British Household Panel Survey, 2009 
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Disabled  People  
 
The Leonard Cheshire Trust (2007) reports on disability and poverty in the UK, highlights that 
although disabled people's access to services is steadily improving, t there is still widespread 
inaccessibility, which can actively restrict disabled people's opportunities and is a critical factor in 
disabled people's social exclusion and poverty. More recent research conducted  by Policis and 
Toynbee Hall for the Payments Council  in 2012,  highlights  the challenges and obstacles that 
people with sensory, physical or cognitive impairments can experience when using payment services 
and acquiring cash.14 
 
Families  
Lone parents tend to have lower levels of financial capability, and face significantly more financial 
problems than couples with no children, single households and single elderly households. Locally, 
child poverty is more common in couple households. There is also a clear correlation between the 
number of children in a household and the levels of financial capability. Those with four or more 
children have the highest levels of financial vulnerability. In addition, children in larger families are 
also more likely to experience poverty. 

 
The 2011 Mayhew population data for Tower Hamlets estimates that 21,200 residents (8.7 per cent 
of the population) are lone parents, accounting for just over 7 per cent of households in the borough. 
The borough also has a higher than average family size. Child Benefit data shows that the average 
number of children per family is 2.05, above both the London and national average. Similarly there 
are higher than average numbers of large households (households with 4 or more children) in Tower 
Hamlets. 12 per cent of families fall within this category, more than double the London average and 
three times more than the national average; contributing to the borough having the highest child 
poverty rate in the country. 
 
There are a range of financial capability services for families in the borough. These include learning 
provisions for parents and families, offered in children’s centres and schools by Quaker Social 
Action. In addition there are a number of generic services available to all residents including the 
‘Made of Money’ project and other voluntary sector financial capability support projects involved in 
FITH. Through the strategy we will look at how we can further integrate financial inclusion provision 
into services targeted at families. 

 
Households in social housing and the private rented sector 
Those renting a property, both in the social and private rented sectors, generally have lower levels of 
financial capability than home owners. This is also the case for homeless households and those in 
temporary accommodation. The latest Housing Survey showed that private rented properties account 
for 23 per cent of the borough’s housing stock and social housing accounts for 42 per cent. Mayhew 
Data estimates that 120,000 residents are currently living in social housing, almost 50 per cent of the 
borough’s population. 

 
Many of the borough’s housing associations already have financial inclusion initiatives in place and 
work closely with third sector organisations to provide workshops to improve residents’ financial 
capability levels. Welfare reform changes will impact on residents in both the social and private 
rented sector on low incomes. The strategy will help housing and financial inclusion providers in the 
borough to share and build on good practice to ensure that all tenants are able to access appropriate 
and timely financial literacy and capability support.  

 
The unemployed and economically inactive 
The unemployed and economically inactive have significantly lower levels of financial capability than 
those in employment (both full-time and part-time) and those who are retired15. Worklessness is a 
key issue for Tower Hamlets. Unemployment levels are high with 13.2 per cent of the working age 

                                            
14

 Consumer research with  those living with cognitive, physical and sensory disabilities /www.paymentscouncil.org
.uk 

15 http://www.fsa.gov.uk/pubs/consumer-research/crpr79.pdf 

http://www.fsa.gov.uk/pubs/consumer-research/crpr79.pdf
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population (17,000 people) unemployed compared to 9.5 per cent in London16. Almost a third of the 
working age population (56,100) are economically inactive. Economic inactivity is particularly high 
among women at 45 per cent, and especially among BME women. 
 
At present, financial capability assessments and money management training is provided in a small 
number of employment support projects. Going forward, improving financial capability will need to be 
further embedded into approaches to tackling worklessness and supporting people into sustainable 
employment.  

 
The low levels of financial capability among low income households (those in work as well as 
workless households) highlight the direct relationship between income levels and financial capability. 
Income maximisation checks are currently undertaken by local advice agencies as part of the 
benefits and debt advice provision, and also by some employment support projects as part of the 
‘better off’ calculations for clients moving into employment. Support with budgeting and money 
management, including exploring options for maximising income and minimising outgoings, is 
becoming even more important for low income households in light of continuing economic difficulties 

and welfare changes that will result in reduced income for many households.  Links between digital 
inclusion and financial exclusion are also an important element that needs to be addressed  with 

the advent of universal credit and  on line claiming of benefits  
 
People with a disability and poor health 
The links between financial capability and health have been highlighted by a number of reports17. 
Those who consider themselves to be in ‘fair’ or ‘poor’ health have a lower financial capability score 
than those who deem themselves to be in ‘good’ or ‘excellent’ health. In 2010 the Marmot Review on 
health inequalities recognised financial security as a social determinant of health – highlighting that 
poor financial management has an impact on health and wellbeing18.  

 
Locally, dealing with finances and paper work was identified as the highest area of need for adult 
social care users, with 58% of respondents to the 2010/11 Adult Social Care Service User 
Experience Survey stating that they are unable to deal with these themselves. Similarly, recent 
reports demonstrate that 96% of people accessing Supporting People Services floating support 
provision required support in managing their finances and accessing benefits.  
 
Some work has been done with health and social care professional on financial inclusion, including 
through the Health Trainers project. The expansion of direct payments and personalised budgets 
makes it even more important that the financial capability needs of adult social care users are fully 
addressed to ensure that service users can live as independently as possible. Through the strategy 
we will look to integrate financial capability provision as part of health and social care services and 
the promoting independence agenda. 

 
Black and ethnic minority households 
Some national studies have found a significant difference between ethnic groups in relation to 
financial capability and access to financial products and institutions19. Low levels of financial 
capability among BME groups are linked with comparatively lower educational attainment and 
aspirations, higher levels of unemployment and lower income levels.  
 
Tower Hamlets, as an inner city borough, is characterised by its diversity, with BME groups 
accounting for almost 50% of the population. Ensuring that the local approach to financial inclusion 
takes account of the needs of local communities is particularly important Tower Hamlets. This 
includes, for example, using community groups and community leaders, who are often best placed to 
breakdown the barriers in reaching residents, to deliver financial education training in communities. 

 
Other vulnerable groups 

                                            
16 ONS Annual Population Survey, March 2012 
17 Royal College of Psychiatry, On Demand, 2009 
18 Marmot Review, Fair Society, Healthy Lives, February 2010 
19 http://www.runnymedetrust.org/uploads/publications/pdfs/SavingBeyondTheHighStreet-2010.pdf 

http://www.runnymedetrust.org/uploads/publications/pdfs/SavingBeyondTheHighStreet-2010.pdf
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National studies have also highlighted that victims of domestic violence, ex-offenders and families of 
prisoners, and migrants are among other groups of people particularly vulnerable to financial 
exclusion20. Through the strategy work will be undertaken with the relevant services providers to 
integrate support around accessing appropriate financial services and support with money 
management into service provision for these groups. 
 
Key transition points 
In addition to some groups of people being more likely to have lower levels of financial capability, 
there are key transition points in people’s lives when they are more likely to be financially vulnerable. 
These include: becoming a parent; moving home; moving to independent living; periods of illness; 
and upon loss of, and start of, employment. The strategy will help ensure that financial health 
checks are undertaken with service users, and support provided, at these key transition stages.  
 

Financial inclusion practitioners’ survey 
A survey of frontline practitioners was conducted in the borough on the financial capability of their 
service users as well as what they considered to be their role in identifying and tackling financial 
exclusion. The findings of the survey were used to form part of the evidence base for the strategy. A 
total of 178 practitioners took part in the survey. The key findings from the survey are: 
 A high proportion of service users that practitioners have contact with stated that they have money 

worries. The most common challenges service users experience are: 
 ‘Knowing whether they are receiving the right benefit income’. 
 ‘Getting into unmanageable debt due to inadequate income’. 

 A high proportion of practitioners would like to refer service users to appropriate money 
management services but do not know what services exist or the best place to refer to. The same 
was said for debt advice and employment support. 

 Practitioners were asked to rate what three changes would have the greatest impact in reducing 
their service user’s money worries. The results were: 
 1st Choice ‘Support with budgeting improving money management skills’.  
 2nd Choice ‘Access to other support service’.  
 3rd Choice ‘Faster access to high quality free debt advice’. 

                                            
20 http://www.jrf.org.uk/sites/files/jrf/2234.pdf  

http://www.jrf.org.uk/sites/files/jrf/2234.pdf
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Improving financial literacy and capability: Objectives and Actions 
In order to improve financial literacy and capability of residents in Tower Hamlets, we will:  

 
Objective 1: Target money management support to those most at risk of financial 

vulnerability by: 
 Integrating financial literacy and capability into frontline services. 
 Identifying and undertaking health checks on service users at key transition stages in their 

lives, and ensuring that appropriate support is provided. 
Key actions include: 

 Support frontline service providers to review their policies and practices for embedding 
financial inclusion into service provision. 

 Deliver a programme of financial inclusion training targeted at practitioners in services such 
as housing, youth & community learning, social care and domestic violence and develop an 
accessible toolkit that can be used by all frontline staff to enable them to confidently raise 
money matter issues with their clients and refer clients to appropriate services. 

 Incorporate financial inclusion training into Parenting Support, ESOL and other adult 
literacy and lifelong courses / provisions. 

 Train frontline GP staff such health care assistants to incorporate financial health and 
welfare benefits awareness into all autumn flu vaccination clinics. 

 Work with Registered Providers (RPs) to provide information on financial inclusion, benefits 
and tax credits for social housing tenants, particularly for new tenants and those in arrears. 

 Work with Skillsmatch, Job Centre Plus and other employment support services to provide 
information on financial inclusion, in work benefits and tax credits for residents starting 
work. 

 Work with health trainers and the Family Nurse Partnership to provide information and 
advice on money management issues, financial inclusion, benefits and tax credits for new 
parents. 

 Work with frontline staff to improve the screening of financial capability and money 
management issues of vulnerable residents as part of their assessment processes.  

 
Objective 2: Improve access to financial education and money management resources by: 
 Reviewing existing financial education provision. 
 Supporting residents to be trained as money mentors and financial inclusion champions 
 Continuing to support children and young people’s education providers to embed financial 

education into their services. 
 Improving the data management, monitoring and evaluation of financial capability support 

services to help inform our understanding of gaps and areas for service improvement. 
Key actions include: 

 Map the take up of existing training courses and identify gaps in provision and deliver a 
range of financial education courses to help meet demand. 

 Recruit and train up to 50 residents a year to be ‘Financial Inclusion Community 
Champions’ through the FITH ‘Money Mentors Pilot Project’. 

 Review the extent to which Financial Education has been incorporated into the local 
schools through the Personal, Social, Health and Economic (PSHE) curriculum. 

 Encourage and support schools and colleges to utilise online financial education resources, 
and to participate in initiatives such as ‘My Money Week’. 

 Identify and promote appropriate monitoring and evaluation tools to assess the impact of 
support services such as the new Money, Access and Participation (MAP) Toynbee tool. 

 Identify appropriate quality standards for providers of financial capability training and money 
management support provision to ensure that quality standards are achieved and 
maintained.



 

THEME 2: ACCESS TO APPROPRIATE FINANCIAL PRODUCTS AND SERVICES 

 

 
Overview 
Nationally there has been significant progress over the last ten years in reducing the number of 
people who are ‘unbanked’. The Financial Inclusion Taskforce estimates that between 2002/3, the 
number of adults living in households without access to a bank account fell from 2 million to 0.89 
million.21 These improvements in access to basic bank accounts have also occurred locally.  
 
Despite the progress made, there are still many people (both nationally and locally) who are unable 
to, or find it difficult to, access and use mainstream financial products, including transactional bank 
accounts. The Treasury estimates that more than 1 million people in the UK are still without a bank 
account and that this ‘unbanked’ group is drawn from the poorest and most deprived households22. 
Those on the lowest income (less than £100 per week); households living in social housing; and 
those of Pakistani or Bangladeshi origin, were far more likely to be unbanked. 
 
The Financial Inclusion Taskforce in 2010 argued that every household should be in a position to 
access, and to benefit from, basic banking services, as well as be included in mainstream networks 
for deposits and payments. It stated that the key banking needs of poorer households remain: 

 An easy way to receive money, particularly non cash payments. 
 A way to keep money safely. 
 An easy way of making payments that is efficient for the receiver. 

 
2012 data from DWP highlight that up to 1.3 million claimants currently do not use a transactional 
bank account to manage their benefit payments.  Most of these individuals currently use a Post 
Office Card account which does not offer transactional facilities. 70% have access to a bank account 
but are unlikely to reengage with their banking provider. The DWP estimate that up to 3 million 
people may require support with utilising banking products. 
This may range from light support with setting up automated payments to more intensive support 
and targeting banking products. The DWP intends to implement a scheme in 2013 to initially 
subsidise access to bank accounts or alternative financial products with specific budgeting 
functionalities for Universal Credit claimants. The accounts products will offer additional budgeting 
functionalities, beyond the functionalities of a basic or current account.  DWP key requirement is to 
ensure claimants have access to a range of transaction accounts that will enable them to manage 
rent and bill payments more effectively on a monthly basis through automated transactions such as 
direct debits/standing orders. The other requirement is that the product is pro-active - must provide 
outbound notification to support good money management behaviours e.g. text message reminders 
and balance updates.  

 

Access to banking: identifying and addressing barriers 
Access to a bank account is often a pre-requisite to securing employment and starting up a 
business, as well as providing a convenient method of paying for services and utilities. However, 
many people do not have access to a transactional bank account putting them at a disadvantage.  

 
Barriers to accessing a bank account 
There are a number of barriers experienced by residents in accessing suitable bank accounts, 
including: 
 Difficulties in proving identity, address and income status – difficulties proving identity and 

address can be a significant  barrier to opening a bank account, particularly for new residents 
and homeless people who can struggle to provide acceptable identification, if they do not have 
a passport or driving licence. Similarly, the levels of insecure and informal employment in the 
borough mean that a significant number of local residents are not able to provide employer 
references to support applications for banking services including overdrafts and loans. 

                                            
21 Financial Inclusion Task Force, Mainstreaming financial inclusion: managing money and access to banking, March 2010. 
22 Ibid, Banking services and poorer households, December 2010. 



 

 18 

 Lack of confidence in using mainstream transactional accounts and services – low levels 
of literacy and language issues can pose practical difficulties and challenges for local residents 
given the complexity of financial products and services. This can also contribute to levels of 
digital exclusion. 

 Disability – Disability organisations in the borough have also highlighted  the barriers and 
challenges that people with sensory, physical or cognitive impairments can experience when 
using a range of financial products and services  including  accessing  ATM machines, utilising   
on line and telephone banking or security issues when needing support from others to use 
banking arrangements . At a national level the Payments Council have stated they are 
committed to using the research undertaken on barriers for older people and disabled people to 
enhance payment services. Work will also need to be undertaken with financial institutions and 
other key stakeholders locally to identify any specific actions that can be taken to improve 
access to financial services  

 Banking costs and concerns over charges – research by the Financial Inclusion Taskforce 
suggests that the ‘newly banked’ accrue an average loss of £140 per annum in penalty charges 
– a burden mainly borne by the poorest households23. In addition, accessing money in current 
accounts can be costly with more fee charging ATMs (160) in the borough than free ATMs 
(145). Furthermore those residents who hold basic bank accounts are likely to be affected by 
charges brought in by a number of basic bank account providers for using ATMs operated by 
other companies. The impact of having to use a fee-charging cash machine is most acute for 
people on low income as charges can represent a large part of their weekly income. 

 Religious and ethical considerations – Some BME communities are less likely to engage 
with formal financial products – particularly savings and credit products, often because they 
lack trust in banks and are reluctant to get into debt or deal with interest due to religious and 
ethical concerns. 

 
Development of alternative accounts to help people better manage their money  
According to the Social Finance Report for the Financial Inclusion Task Force, one of the key 
solutions to addressing the banking barriers and needs of people is to develop and make available 
appropriate transactional accounts, including ‘Jam Jar’ accounts, to support people on low income to 
manage their money24. 
 
Jam Jar accounts are bank accounts which allow people to subdivide their balance into different 
‘jars’ for spending, saving and paying bills, and set up automatic processes like low balance 
warnings. They provide a structure built into the account to help people plan their monthly outgoings, 
clearly separating ‘disposable income’ from what is needed to meet regular bills. They also provide a 
prompt to automatically save a little each month. The Tower Hamlets Credit Union is currently 
exploring potentials for ‘Jam Jar’ accounts in the borough, which will be explored in more detail as 
part of the strategy.  

 

Access to affordable credit 
Access to suitable credit can be an important means of managing household budgets. People living 
on low incomes, or whose income fluctuates, are more likely to require personal credit to enable 
them to meet unexpected costs of essential household items. Changes to the Social Fund, 
government grants and loans for low income people, particularly the reduction in expenditure on 
crisis loans to benefit-claimants, will have a major impact on low income households. 
Meeting the replacements cost of expensive essential items such as a broken cooker is extremely 
difficult on a benefit level income. This group is also more likely to experience difficulties accessing 
affordable credit from mainstream providers.  
 
Rising prices have put further pressure on low income families, and national research suggests that 
a significant number have turned to ‘sub prime’, expensive, and in some cases illegal, sources of 
credit to manage. The rise in pawnbrokers, money-lending shops, payday loans and home credit 
lenders demonstrates the demand for an alternative form of credit25. These forms of credit are costly 

                                            
23 Ibid, Realising banking inclusion: Key achievements and challenges, August 2010. 
24 http://www.socialfinance.org.uk/resources/social-finance/new-approach-banking-extending-use-jam-jar-accounts-uk 
25 http://www.guardian.co.uk/money/2012/feb/26/pawnbrokers-payday-loans-oft-inquiry 

http://www.socialfinance.org.uk/resources/social-finance/new-approach-banking-extending-use-jam-jar-accounts-uk
http://www.guardian.co.uk/money/2012/feb/26/pawnbrokers-payday-loans-oft-inquiry
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and can trap people in cycles of debt. Interest rates charged on what are designed to be short-term 
loans are as much as 4,000% annual percentage rate (APR), and low-income borrowers often end 
up rolling over their borrowings and accruing large debts.  

 
Barriers to affordable credit 
People who have no credit history because they have never used regulated credit (either because 
they have used other forms of credit, or not been in the UK), and those who have been in debt, are 
very likely to be turned down because of poor credit scores, even if their income and circumstances 
mean they are able to afford borrowing costs. 
 
Low levels of home ownership (75% of residents in Tower Hamlets live in social or privately rented 
accommodation) mean that many people are unable to access secured credit. Also high levels of 
unemployment, employment in the informal economy and self-employment, make it difficult to prove 
a regular income or provide employer references to credit providers. 

 
BME communities and access to credit 
A report by the Runnymeade Trust in 2008 brought together a number of pieces of research on the 
use of informal credit in black and minority ethnic communities26. It found extensive use of informal 
credit for both personal and commercial purposes in some communities. These arrangements 
provide access to credit for people who may be unable to obtain commercial credit, but can also 
mean that those involved have no formal credit history and may experience problems accessing 
mainstream credit in the future. 
 
Some BME communities are also financially vulnerable as a result of the lack of proper financial 
regulations and protection of some remittance organisations. This was particularly evident in Tower 
Hamlets with some high profile cases of remittance companies and travel agencies ‘going bust’ 
resulting in some local residents losing money with little or no compensation.  

 
Illegal money lending  
Many people resort to borrowing money from illegal money lenders and loan sharks to access credit. 
‘Unlicensed’ money lenders and loan sharks can have a detrimental impact on communities by 
trapping vulnerable people in a spiral of debt and through extreme methods to claim back illegal 
loans.  
 
The National Illegal Money Lending Team has had some success in prosecuting loan sharks and 
supporting victims. Ongoing publicity highlighting the problem with loan sharks is undertaken across 
all London boroughs and there are strong links with the trading standards service in Tower Hamlets.  

 
A report on illegal money found that: 
 Although initiatives such as the Illegal Money Lending Team has been successful in some areas,  

alternative supply is the most effective strategy in combating illegal lending. 
 There is a clear need to create an alternative source of social lending to combat both existing 

illegal lending and the supply vacuum 
 Advice and financial education are important as a component of a long-term strategy to create 

awareness of the dangers of illegal lending but are unlikely to have an immediate impact. There 
is however a clear need for advice for victims whose finances have frequently been emptied out 
over an extended period27.  

 
Access to affordable credit: Credit Unions and Community Development Finance Institutions 
One of the ways of addressing the banking needs of low income households is to provide more 
access to credit unions and community development finance institutions (CDFIs), which are 
sustainable, independent, not for profit financial institutions28. Credit unions and CDFIs have a strong 
role to play in financial inclusion and they have been supported and promoted by government at all 
levels.  The DWP invested in a growth fund to encourage the expansion of credit unions between 

                                            
26 http://www.runnymedetrust.org/uploads/publications/pdfs/FinancialInclusion-2008.pdf 
27 http://www.bis.gov.uk/files/file35171.pdf 
28 http://www.runnymedetrust.org/uploads/publications/pdfs/FinancialInclusion-2008.pdf 

http://www.runnymedetrust.org/uploads/publications/pdfs/FinancialInclusion-2008.pdf
http://www.bis.gov.uk/files/file35171.pdf
http://www.runnymedetrust.org/uploads/publications/pdfs/FinancialInclusion-2008.pdf
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2007 and 2010, and is currently deciding how best to invest a further £73 million in order to provide 
access to affordable banking and savings accounts for financially excluded people. A  DWP  
feasibility study  in 2011 to examine the scope and options for the modernisation and expansion of 
credit unions  established that  credit unions are ideally placed, serving their local communities, to 
help meet the market and demand from low income consumers for modern banking products and 
services29. 

 
The credit union in Tower Hamlets (which re-branded as London Community Credit Union in 2011) 
now has 11,000 members, including significant numbers of residents from Bangladeshi community. 
However take up from BME communities could be improved by exploring opportunities to expand 
remittances via credit unions. Initially established with the support of the Council, it offers a range of 
banking, savings and loan facilities to its members. Whilst the credit union is limited in its ability to 
extend its services due to a small staff base, it is developing a number of initiatives including training 
local people to become credit union champions in the community and in the workplace.    
 
Fair Finance is currently the only CDFI currently operating in the borough and differs from the credit 
union in that it offers a loan service to both individuals and businesses, but not wider savings and 
banking type services.  

 
Access to savings 
There are generally two reasons for saving: saving for a specific, typically short-term, purpose or 
anticipated expense; and saving to provide a financial safety net. Although many people with low 
incomes aspire to saving towards the longer-term, such as for their children’s future needs, more 
immediate priorities mean that few do so in practice.  
 
According to an ING report produced in 2010, the level of cash saving in Tower Hamlets is the fifth 
lowest in the country, with the median savings per household equalling £77630. Those who have 
savings tend to be locked into one form of savings account, less diverse than is prevalent in other 
areas. This is largely attributable to poverty but there are communities in the borough where there is 
high prevalence of assets being held in non-cash forms including property and jewellery, or where 
people are required because of poverty to liquidate goods to meet cash shortfalls, as well as 
remitting money abroad. Lacking a current account is also independently linked with increased 
likelihood of lacking a saving account among lower-income families although the effect was not 
strong31.  
 
The lack of access to savings often results in people having to turn to credit in emergencies and 
reduces opportunities such as school trips for children and family holidays. It also makes it hard to 
acquire assets or investments, or to become a homeowner. 

 
Barriers to saving formally  
A report by the Financial Inclusion Taskforce has identified three ‘major barriers’ to saving formally:32 

Access:  
 The report identified physical (geographic location) and psychological (trust) barriers to 

saving. It also showed that trusted providers, with a local presence, can help overcome the 
access barriers to saving for low income and BME households. 

Knowledge and understanding:  
 Financial products are often complicated, and people’s limited experience and 

understanding of such products can make then inaccessible for many. The research shows 
that accessible information is the key factor in enabling those on low incomes to access 
financial products. Low income groups also benefit from having trusted intermediaries, such 
as community champions, to assist them in better understanding and accessing products. 

Attractiveness of formal products:  

                                            
29 http://www.dwp.gov.uk/docs/credit-union-feasibility-study-report.pdf  
30 http://www.consumersavingsmonitor.co.uk/savings-comparison.htm  
31 Financial Inclusion Taskforce, Saving in lower-income households: An evidence review for the Financial Inclusion Task Force, 

June 2009 
32 Ibid 

http://www.dwp.gov.uk/docs/credit-union-feasibility-study-report.pdf
http://www.consumersavingsmonitor.co.uk/savings-comparison.htm
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 The rate of return is the paramount attraction to opening an account for those on lower 
incomes. However the interest rates on standard saving accounts are not as attractive to 
low income people compared with other informal and alternative methods of saving. 

 
The report makes it clear that encouraging saving at a very young age through financial education 
initiatives that help young people learn the importance of saving and other money management 
issues, is fundamental to addressing all the barriers highlighted above.  
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Improving access to affordable financial products: Objectives and actions  
 
In order to improve access to appropriate banking, savings, affordable credit and other financial 
services, we will: 

 
 

Objective 1: Work in partnership with the financial services industry to increase access to 
suitable financial products and services for low income households by: 

 promoting Credit Unions and other basic banking and transactional accounts;  
 improving availability of free ATMs in the borough; and 
 ensuring that residents have the knowledge and confidence to use financial products 

effectively. 
 
Key actions include: 
 Work with local banks, building societies and credit unions to promote basic bank accounts, 

‘Jam Jar’ accounts and saving accounts for residents. 
 Provide information for frontline staff to signpost residents who are having difficulty opening 

bank accounts to relevant support services, including Toynbee Hall and the Credit Union. 
  Explore with financial institutions and other key stakeholders locally any specific actions that 

can be taken to remove barriers and  improve access to financial services for disabled people  
 Deliver the Credit Union ‘Champions Project’ that promotes Credit Union membership in the 

community and work place. 
 Identify geographical hotspots where there are no free ATMs and explore the potential to 

address this gap. 
 Explore the potential of encouraging convenience stores to consider the business case for 

hosting free ATM machines in their shops. 
 Promote basic information on banking, savings and credit products to raise residents’ levels of 

awareness, skills and confidence so that they can choose and use appropriate financial 
products to meet their needs. 
 
 

Objective 2: Widen access to and availability of affordable credit for people on low 
incomes by: 

 improving awareness of high costs of different types of credit and promoting access to 
affordable credit; and 

 raising awareness of illegal money lending including support available for victims.  
 
Key actions include: 
 Work with key stakeholders, including the Credit Union, to develop appropriate referral routes 

for access to affordable credit for low income households, including to the localised social fund 
crisis loan. 

 Work with the illegal money lending team to identify loan shark activity, take appropriate legal 
action, support for victims and inform residents of the consequences of illegal money lending. 
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THEME 3: ACCESS TO DEBT AND MONEY ADVICE SERVICES 

 
Overview  
Total UK personal debt stood at over £1.4 trillion at the end of 2010. The Office for Budget 
Responsibility (OBR) predicts that debt, as a proportion of household incomes, is set to rise from 
160% of household incomes to 175% of household incomes by 201533. 

 
Research conducted for debt charity Consumer Credit Counselling Service (CCCS) by the Financial 
Inclusion Centre, at the beginning of 2012, identified London as the most over-indebted region in 
Great Britain. The Debt and the Regions report found that while Londoners have higher than 
average earnings, relatively high savings, and low levels of mortgage difficulty; a large number of 
households in the capital are financially vulnerable34. 
 
The causes of over-indebtedness are most commonly an unforeseen change in circumstances (such 
as illness, loss of employment, relationship breakdown, loss of other income). Poor financial 
management and unrealistic repayment expectations on the part of creditors also contribute to 
indebtedness. Over-indebtedness is closely linked to poverty and social exclusion; with low income 
households more likely to experience it. Research from the Citizens Advice Bureau has shown that 
low-income groups are three times more likely than the general population to be in arrears with rent, 
council tax, utility bills or mortgage arrears35.  

 
Profile of debt in Tower Hamlets 
Debt problems range widely by both level and type of debt. Feedback from advice providers in the 
borough indicate growing numbers of people with complex multiple debt issues, and with debts 
ranging from £500 to £25,000.  
 
The main reasons people initially seek help from advice agencies in the borough is for assistance 
with priority debts such as rent and mortgage arrears, council tax arrears and fuel debts, where 
residents are facing legal action. Tower Hamlets has also been identified as one the capital’s rent 
arrears hotspots, with both an above-average proportions of residents in arrears and above-average 
amounts owed in missed rent payments36. This would suggest that both demand and need for debt 
advice in the borough are likely to be at a higher level than the regional and national averages. 
Assistance is also sought with credit card debts, bank loans and overdrafts. There has also been an 
increase in demand for support with debt relief orders and personal insolvencies.  
 
Data from local face to face advice agencies highlight that there has been a gradual increase in the 
number of residents seeking debt advice in the borough over the past 3 years.  In 2010/11 over 
9,000 Tower Hamlets residents requested assistance with debt problems, including: 
 6, 738 residents who sought debt advice from Council funded advice projects.    
 800 residents who sought specialist debt advice from legal aid funded advice projects.   
 288 residents who sought debt advice from Toynbee Hall Capitalise Debt project.    
 300 residents who sought debt advice from Fair Money project.  
 170 residents who sought debt advice from LBTH Housing Options Money Advice team.  
 100 residents who sought debt advice from leasehold advice staff in THH.  

 
It is estimated that a further 500 residents sought advice on debt matters from pro bono advice 
surgeries run by various advice agencies and faith groups in the borough37. 
 
 

                                            
33 Office for Budget Responsibility, Household debt  economic and fiscal outlook, April 2011 
34 http://www.cccs.co.uk/Portals/0/Documents/media/reports/additionalreports/London_in_the_red_2012.pdf 
35 http://www.citizensadvice.org.uk/would_you_credit_it 
36 http://www.cccs.co.uk/Portals/0/Documents/media/reports/additionalreports/London_in_the_red_2012.pdf 
37 There may be some level of overlap in that data, for example, the same person may have sought advice from a number of 

organisation / service providers. Each time they do so, this will be recorded as a new incident 

 

http://www.cccs.co.uk/Portals/0/Documents/media/reports/additionalreports/London_in_the_red_2012.pdf
http://www.citizensadvice.org.uk/would_you_credit_it
http://www.cccs.co.uk/Portals/0/Documents/media/reports/additionalreports/London_in_the_red_2012.pdf
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National research has shown that many people are relatively unaware of the different debt advice 
support services available and there is evidence of a stigma attached to debt that hinders some 
people from seeking advice. Research from the Money Advice Service indicates that at any time, 
approximately 6 million people display indicators of problem debt, but less than a third of these seek 
advice from any source. Mind’s report on debt and mental health highlights that when participants 
were asked whether they had sought any advice or support for any issues relating to their financial 
difficulties in the last 12 months a third of respondents had not38. The most common reasons were 
embarrassment (62%), not knowing who to ask (45%), or thinking that no one would be able to help 
(47%).The above indicates that there is an issue of taboo around financial difficulties and a lack of 
understanding of where to go to access help.  
 
A local survey on financial inclusion also highlighted a lack of understanding of the debt advice and 
local money management services available among residents experiencing financial distress. 
Similarly, local frontline practitioners, including those working with social care users and social 
housing tenants, also commented on being uncertain of where to refer residents for appropriate debt 
advice. Therefore a key focus of this strategy is to promote financial inclusion by increasing the 
awareness and usage of free debt and money advice services for local people. 

 
Debt and money advice services 
There are a number of reports on the positive outcomes of seeking timely debt advice, including in 
relation to health and wellbeing (data shows that individuals who avoid unmanageable debts have a 
33% reduced risk of developing mental health problems); maximising income, reducing poverty and 
the cost to the public purse of dealing with the social and financial consequences of debt. The 
average cost per debt problem to the public (including lost economic output) is estimated to be over 
£1,000, with more serious problems costing many times this amount39. In 2010, work undertaken by 
the London Debt Strategy Group’s Health subgroup showed significant cost savings from early debt 
advice intervention.  

 
Early intervention to provide targeted support for people facing financial distress is pivotal to 
preventing over-indebtedness. Recent research undertaken by The Financial Inclusion Centre on 
debt advice provision commissioned by social housing providers demonstrated that tenants who 
received debt advice either via independent advice agencies or in-house provision saw their average 
level of arrears fall by 37%, while the average of those who did not get advice rose by 8%. Local pilot 
projects delivered by Toynbee Hall, Island Advice and East Thames Potential show that the model of 
holistic face-to-face advice that focuses on supporting clients with budgeting and money 
management (rather than just dealing with crisis debt problems) is effective in creating long term 
sustainability in tenants’ debt management.  

 
Debt advice in Tower Hamlets is currently provided through a range of channels including:  

 National helpline enquiries  
The number of clients receiving advice by telephone has increased considerably in the last 
decade or so, with the growth of services such as Consumer Credit Counselling Service 
(CCCS), National Debt Line (NDL) and PayPlan, and the introduction of telephone advice by 
providers to complement face-to-face provision. The CCCS telephone helpline figures for 
Tower Hamlets show that the number of local residents contacting the service grew from 233 
in 2005 to 437 in 2010. 

 Online advice services 
Online debt advice has also been an area of rapid growth in recent years. This includes the 
introduction of dedicated debt advice counselling tools, such as the CCCS Debt Remedy 
which emulates the process of a full debt advice. There is evidence that many people access 
debt advice online, although it seems that this is often provided as follow-up to a previous 
face-to-face consultation, rather than as a stand-alone advice tool.  

 Face to face advice services 
The majority of advice agencies in the borough operate a combination of drop in and 
appointment services, though increasingly agencies are also looking at offering telephone 

                                            
38 http://www.mind.org.uk/assets/0000/9121/in_the_red.pdf 
39 http://www.justice.gov.uk/downloads/publications/research-and-analysis/lsrc/2010/FactSheetDebtOutreach_August2010.pdf 

http://www.mind.org.uk/assets/0000/9121/in_the_red.pdf
http://www.justice.gov.uk/downloads/publications/research-and-analysis/lsrc/2010/FactSheetDebtOutreach_August2010.pdf
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advice at the initial pre-appointment assessment stage. There is at least one generalist 
voluntary sector advice agency delivering in each of the eight locality areas in the borough, 
and three specialist voluntary sector debt advice providers who deliver a borough-wide 
service. The Council’s Housing Options Service also has a specialist money advice team who 
provide support to private tenants. Social housing providers provide funding of approximately 
£60,000 to third sector organisations (Limehouse Project, Account 3, Fair Money and Ocean 
Somali Community Association) to provide independent debt advice to targeted households 
with rent arrears. Money Advice Service provide funding of approximately £120,000 per 
annum to cover the two Tower Hamlets posts in the Toynbee Hall ‘Capitalise’ project using 
the funding from the national level on financial services.  
 

Demand for face to face debt advice services in the borough and welfare benefits advice currently 
outstrips provision. The gap between demand and supply is likely to increase due to the continuing 
financial crisis and impacts of welfare reform. Although the majority of advice agencies in the 
borough provide some debt advice, as part of a range of other social welfare advice provision, debt 
advice equates to about 20% of enquiries to generalist agencies compared to over 60% on benefits 
enquiries . There are three main agencies in the borough providing specialist debt advice but due to 
a reduction in  Legal Aid  Agency (formerly Legal Service Commission) and Money Advice service 
funding for face to face provision, there is often a waiting time of up to two weeks for an 
appointment.  
 
There is therefore a real need for all advice and non-advice service providers to work together: pool 
resources, improve cooperation, share best practice and information regarding the various initiatives 
in order to ensure that access to debt and money advice in the borough is fully maximised. This 
includes effective signposting to the free, quality assured, national telephone and online helplines for 
residents who can use these services, thereby freeing up face to face advice services for those most 
in need. Whilst this work has already commenced through the Tower Hamlets Debt and Money 
Advice forum, a sub-group of the Tower Hamlets Community Agencies Network (THCAN), there is 
scope to improve on this. 
  
The Council’s Debt Collection Policy 
The Council has a duty to collect monies from residents and businesses and is therefore one of the 
main debt collectors in the borough. A corporate debt collection policy is in place to help provide a 
coordinated approach to the collection of outstanding debts and debts from multiple debtors, 
including: council tax, housing benefits overpayments, rent arrears, business rates, parking and fees 
1and charges for other Council services. The debt policy is reviewed annually and includes 
initiatives such as ‘debtors’ surgeries and a collection forum to share information and good practice 
on debt collection. 
 
The impact of the recession and welfare reform changes makes having a well-coordinated debt 
collection approach, which takes into consideration individual needs and vulnerability, of greater 
importance. The Council’s debt collection policy includes the provision of information for debtors to 
help them manage their debts and maximise their income, including information on the range of 
independent advice agencies that offer assistance. Further work is needed to consider how we can 
better identify vulnerable debtors, particularly those with multiple debts, and intervene early to 
prevent debts becoming unmanageable.   
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Improving access to debt and money advice services: Objectives and actions 
 
In order to offer holistic and coordinated support for residents showing signs of financial stress, we 
will: 
 
Objective 1: Ensure that residents, particularly vulnerable residents, understand and are  

supported to access money management and debt advice services by: 
 providing holistic and proactive approaches to money and debt advice and information for 

vulnerable households. 
 
Key Actions: 

 Develop an effective triage system for debt and money management.   
 Develop a robust referral process, supported by training and guidance, to enable front line 

staff to know what services specialist agencies offer and to appropriately refer clients to 
services. 

 Ensure all new applicants for social housing complete financial health checks. 
 

 
Objective 2: Work with creditors to promote early identification and intervention for 

residents with debt or money management problems by: 
 better co-ordinating and sharing information on debt and money advice services in the  

borough; and 
 reviewing the Council’s corporate debt policy. 

 
Key Actions: 

 Regular co-ordination meetings between LBTH, NHS, housing providers and advice 
agencies to review current strategies, policies & actions through the Tower Hamlets 
Community Agencies Network (THCAN). 

 Identify what is working in relation to debt and money advice provision, gaps in provision 
and areas for improvement.  

 Housing providers to share best practice on early intervention for customers showing signs 
of financial stress. 

 Review LBTH and other local authority practices in debt recovery and identify any areas for 
improvement, to ensure the Council’s policy is as co-ordinated and sustainable as possible. 
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Delivery and Monitoring 

 
Resources 
It is envisaged that the resources needed to deliver this strategy will be met primarily from existing 
sources within the various partner agencies. Financial Inclusion leads have been identified from 
relevant council directorates, registered housing providers and voluntary sector agencies, who will 
be responsible for ensuing the specific areas identified in the action plan are taken forward. The 
voluntary sector agencies in the FITH partnership have managed to obtain Big Lottery Funding of 
£300K to support the implementation of a community money mentors programme over the next 
three years. The programme which will train and support 150 community money mentors is being 
delivered by Toynbee Hall in conjunction with Bromley by Bow Centre, Limehouse Project and 
Quaker Social Action.  
 
Implementation and monitoring 
Delivering the strategy will be the responsibility of partner organisations in the borough, including 
the Council, housing associations, third sector organisations, health services and local businesses. 
 
A detailed action plan will be developed to achieve the priorities and objectives of the strategy. The 
Financially Inclusive Tower Hamlets Network steering group will be responsible for monitoring the 
progress against the action plan on behalf of the Tower Hamlets Partnership.   
 

 

 


