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Money and Pensions Service
and Fair4All Finance – an
overview
This Challenge Group under the National Strategy for Financial Wellbeing is a
collaboration between MaPS and Fair4All Finance, with the latter taking the
lead and the Chair

Background to Fair4All Finance
Fair4All Finance was founded in 2019 to support
the financial wellbeing of people in vulnerable
circumstances. Funded by £55m of dormant
assets money for financial inclusion, its mission
is to increase access to fair, affordable and
appropriate financial products and services.
Many people in vulnerable circumstances aren’t
able to access mainstream financial services.
Fair4All Finance will support the development of
a fair and accessible financial sector that
provides products and services that enable
people in vulnerable circumstances to meet their
day to day financial needs, absorb life shocks
and smooth incomes.

In consultation with partners and stakeholders,
Fair4All Finance has developed a collective
theory of change that sets out the key
opportunities where the affordable credit sector
can work together to increase reach, drive
impact and provide a real alternative to highcost lending. Fair4All Finance has also worked
closely with 5 organisations as part of a pilot
scale-up programme, providing them with
specific recommendations to develop their
capability and capacity. The insights gathered
during this pilot will inform the next stage of
Fair4All Finance’s scale-up programme.

Its initial focus is on improving access to fair and
affordable credit, which makes up only a fraction
of short-term lending in the UK. While affordable
credit providers originate just £250m of loans
each year, over the same period, high-cost shortterm credit providers originate £3bn. Through a
combination of financial support and capability
development, Fair4All Finance is aiming to help
grow the sector to meet this demand – a “10x
challenge”.
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Background to MaPS as an organisation
Financial wellbeing is good for individuals,
communities, business, and the economy. But
poor financial wellbeing, affecting tens of
millions of people, is holding the UK back. 11.5m
people have less than £100 in savings to fall back
on. 9m people often borrow to buy food or pay
for bills. 22m people say they don’t know
enough to plan for their retirement. And 5.3m
children do not get a meaningful financial
education.
According to the Organisation for Economic Cooperation and Development, figures like these
place the UK well down the rankings of G20
countries, behind France, Norway, China,
Indonesia and many others.
The 2018 law that set up the Money and
Pensions Service (MaPS) included a role to
coordinate a national strategy to address this
vital issue in the UK.
MaPS’ vision is everyone making the most of
their money and pensions.
MaPS is an arm’s-length body sponsored by the
Department for Work and Pensions (DWP), and
we have a joint commitment to provide access
to the information and guidance people across
the UK need to make effective financial decisions
over their lifetime. The organisation also
engages with HM Treasury on policy matters
relating to financial capability and debt advice.

As the largest single funder of free debt advice in
England, MaPS works alongside partners across
the UK to make debt advice easier and quicker to
access when and where people need it, and to
improve standards and quality across the sector.
The body is also responsible for delivering and
overseeing pensions dashboards to help people
access their pensions information online, in
partnership with the DWP.
MaPS leads innovation by managing an extensive
research and evaluation programme used for
decision making to achieve financial wellbeing
outcomes for consumers.
Over the past 12 months, MaPS has been
working with over 1,000 partners across the UK
to develop a UK Strategy for Financial Wellbeing:
creating a roadmap for how different individuals
and organisations can work together over the
next decade to help millions of people make the
most of their money and pensions.
The Strategy was published in January 2020.
MaPS are now looking at the strategy’s priority
areas in detail, creating specific delivery plans,
and setting milestones for the ten-year journey
towards better financial wellbeing.
For further information visit the Money and
Pensions Service website
www.moneyandpensionsservice.org.uk

MaPS brings together the free services
previously delivered by the Money Advice
Service, The Pensions Advisory Service and
Pension Wise. MaPS offers customers guidance
and appointments over the telephone, online
and in person.
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Overview of the UK Strategy
for Financial Wellbeing
Financial wellbeing is about feeling secure and in control. It is about knowing
that you can pay your bills today, can deal with the unexpected, and are on
track for a healthy financial future. In short, it is about being confident and
empowered.
Financial wellbeing matters for all of us – a financially
healthy nation is good for individuals, communities,
businesses and the economy.
The new UK Strategy for Financial Wellbeing is
formed around five agendas for change:
• Financial Foundations – more children and young
people getting a meaningful financial education;
• Nation of Savers – helping working-age
‘struggling’ and ‘squeezed’ people to save
regularly;
• Credit Counts – working to ensure fewer people
need to rely on credit to buy food or pay bills, and
that those who do, pay less for that credit
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• Better Debt Advice – increasing the supply of
debt advice; and
• Future Focus – helping people to understand
what they need to know to plan for later life.
Across these five agendas for change, the UK
Strategy will have an additional focus on women and
people with mental health problems, as our research
has shown they are particularly susceptible to
financial detriment.
The UK Strategy will also establish delivery plans for
each of the four nations of the UK to ensure that the
specific requirements and policy context of each
nation is fully taken into account.
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Background to this
Challenge Group
The intention of the Credit Counts Agenda for Change is that more people will
have access to affordable credit, and more people will make informed choices
about borrowing. This Challenge Group will focus on the role of affordable
credit, whilst the Use of Credit Challenge Group will focus on how consumers
use other forms of credit.
Fair4All Finance has created a sector Theory of
Change with stakeholders, which will be shared
alongside this Challenge Pack. During the activation
period of the National Strategy, the Challenge Group
will explore this Theory of Change, and create a plan
to deliver the key outcomes identified in the Theory
of Change or in the course of the activation period.
The intention is to create a shared action plan which
can be owned by multiple industry actors, who will
collaborate to increase the provision of affordable
credit. MaPS will support this initial exercise and
consider in particular how awareness of credit
choices and suitable debt advice can be developed to
support the delivery of outcomes in the Theory of
Change.
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What do we know about
the issues?
There are a range of different types of affordable
credit available in the United Kingdom, through:
• credit unions
• Community Development Finance Institutions
(CDFIs)
• schemes that combine credit with essential
household goods
• Payroll lending schemes delivered in partnership
with employers

1

Currently, the annual size of this market is £26m in
terms of CDFI personal lending, and £969m in terms
of credit union balance sheet loans. By comparison, it
is estimated that the market size of high-cost credit
(payday, rent-to-own and home credit) is worth
£3.1bn in annual originations.
There are other alternatives to high-cost credit which
are outside the scope of the affordable credit work
that Fair4All Finance is focusing on, including the nointerest loan scheme to be piloted by HM Treasury.1

References: [1] Bank of England (2014), (2015), (2016),
(2017), (2018a). [2] Responsible Finance (2015), (2016),
(2017), (2018).CDFA (2014).
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Affordable credit providers vary in their development
requirements, but many identify common needs for
improvements in marketing, operations, IT and
regulation. A recent survey of affordable credit

2

providers (22 Credit Unions and four CDFIs) asked
providers to nominate their top five barriers to
growth:2

References: [1] DCMS and BLF (2018)

Credit Counts: Affordable Credit Challenge Pack

8

Definition of good
affordable credit providers
Fair4All Finance have set out the following principles
and practices that they believe set good affordable
credit providers apart, based on the findings of their
early work and in consultation with stakeholders.
They intend that the organisations they work with
will strive to follow this code of practice in order to
help people in vulnerable circumstances improve
their financial resilience and wellbeing.

Organisation set-up and social purpose:
• Having a clearly defined social purpose, set out in
a provider’s constitutional documents, to increase
the financial resilience and wellbeing of people in
vulnerable circumstances.
• Having a clearly defined policy in relation to the
distribution of post-tax profits and proceeds from
the sale of assets, to ensure that surpluses are
principally used to achieve its purpose and that
the post-tax pay-outs to shareholders are capped
at <50% over time, to ensure that there is not
undue private gain from the activities of the
organisation.

Approach to consumers
• Having a customer-centred culture; organisations
will understand the needs of their customer base,
and will design products and services that suit
their needs and help improve their financial
resilience and wellbeing.
• Having policies and processes for supporting
vulnerable customers that are fully embedded
across the organisation. Organisations will
understand the needs of their customers in
vulnerable circumstances, and this will inform
product design and communications with
customers. Staff will be well trained in
vulnerability policies and in identifying and serving
customers in vulnerable circumstances.

• Being able to demonstrate that the remuneration
of its officers and employees, including salaries,
benefits and all forms of distribution or other
participation, is reasonable, proportionate and
relative to market practice for social sector
organisations generally, and is disclosed.
• Where they can afford to do so, ensuring that all
their employees earn a real living wage.
• Evaluating and measuring its social impact, and
making reports publicly available.
• Being open to undertaking an independent social
impact audit.
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Lending

Repayment and recovery

• Before providing credit, making a detailed
assessment of a customer’s income and
expenditure to determine that the loan is
affordable and will not push customers into
financial difficulty.

• Allowing customers to repay their loan early
without incurring a fee or charge. Organisations
should encourage customers to repay loans early,
where this is affordable.

• Communicating clearly and transparently with
customers, ensuring that they have understood
how the loan will affect their financial situation.
Customers should be provided with tools to
understand the costs of repayment over different
time periods, including comparison of the total
cost of the loan.
• Charging an APR and an underlying interest rate
that is not excessive, taking into consideration risk
and social impact objectives.

• Taking an empathetic approach to arrears and
debt recovery, centred on agreeing an affordable
and sustainable repayment plan with the
customer. Customers in financial difficulty will be
treated fairly and provided with appropriate
support.
• Best practice should include:
o Not charging arrears fees or charges.
o Providing payment holidays on request.
o Freezing or cancelling interest for customers in
financial difficulty.
o Sufficiently considering the mental wellbeing
of customers through all recovery
communications.
o Avoiding the outsourcing of debt collection
where possible. Where a third-party debt
collection agency is used, organisations must
ensure it operates in line with their own
recovery policies.
o Never putting the debt in the hands of bailiffs
either directly or through a third party.

Customer support and wrap-around
services
• Providing support for customers to build their
financial resilience, either in-house or through
partnerships or referrals to a third party. This
should include encouraging savings behaviour,
building financial capability and helping customers
to access their full entitlement to grants and
benefits.
• Providing customers who are declined for credit
with information as to why the decision has been
taken, alongside signposting to relevant guidance
or support.
• Working in partnership with free debt advice
providers, maintaining an active channel to refer
customers to when they are in financial difficulty
either at the application stage or whilst they are a
customer.
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Feedback from MaPS’
Listening Phase with
external stakeholders
Between April and June 2019, the Money and Pensions Service (MaPS)
conducted an intensive Listening Phase across the UK to engage with a wide
range of stakeholders, levy-payers and customers, with ten roadshows across
the country and a further ten policy roundtables on a number of topics. MaPS
also received nearly forty responses to a formal consultation. Feedback
provided by stakeholders during the Listening Phase has been a vital
ingredient in developing both the UK Strategy for Financial Wellbeing and
MaPS’s own Corporate Strategy.
The full report can be accessed here, but important
feedback on core principles of relevance to this
Challenge Group includes:
• A clear and consistent message throughout the
Listening Phase was that the UK Strategy should
start from the needs of customers and the
customer outcomes that are desirable. Services
should be designed with the most vulnerable in
mind, which would result in services that work for
everyone.
• Stakeholders were very clear that MaPS must
recognise what is already happening in the wider
sector and seek to complement and improve on
what exists rather than duplicating, while also
working to leverage the activities of others.
• There was an emphasis on education at the point
of taking out credit (using behavioural insights or
compulsion) and earlier, more sensitive,
signposting to support.
On the issue of credit unions, MaPS received
significant support for a broader role for credit
unions. Views were expressed that credit unions
have a higher policy profile with devolved
governments as well as higher customer numbers as
a percentage of the population than is the case in
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England. At the same time, credit unions face strong
competition from firms offering better headline
rates, incentives and/ or eligibility criteria on loans,
insurance or savings products. They also struggle to
engage employers on loan-repayment or savings
payroll-deduction schemes.
Some stakeholders felt that MaPS should take steps
to support credit unions, for example by:
• Engaging with employers regarding the benefits of
financial wellbeing, and in particular the benefits
of frictionless payroll deductions for loan
repayments and savings.
• Improving customer journeys for affordable credit
and insurance and for savings schemes.
• Persuading the Financial Conduct Authority and
government to allow credit unions to expand the
range/ supply of their product offer to consumers
(for example by offering secured loans or
mortgages).
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What do we know about
the target customers for
the challenge?
Fair4All Finance’s focus is on the consumers identified in the MaPS consumer
segmentation as ‘financially struggling.’ These consumers often struggle to
access affordable sources of credit to deal with unexpected financial events,
and are drawn to use high-cost sources of credit instead.
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The target customers are those who are typically
unable to access mainstream credit. They experience
a number of markers of financial vulnerability.3

The typical CDFI customer tends to be more
vulnerable than the typical credit union member.4

3

Affordable credit spectrum stretches from CDFI provision
on the left to Credit Unions further right.

Credit Counts: Affordable Credit Challenge Pack

4

References: [1] Responsible Finance (2018), [2] Henry
and Morris (2017), [3] FCA (2017),[4]CarnegieUK(2015),
[5] BoE (2018b) and Aleron analysis.
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Regulatory framework and
current policy issues
In Great Britain, credit unions are registered under
the Co-operative and Community Benefit Societies
Act 2014 as a credit union under the Credit Unions
Act 1979 (‘society legislation’). In Northern Ireland,
the Credit Unions (Northern Ireland) Order 1985 is
the principal legislation. Credit union legislation sets
out what credit unions can do, and limits their
activity to the fulfilment of the following objects:
• the promotion of thrift among the members of
the society by the accumulation of their savings;
• the creation of sources of credit for the benefit of
the members of the society at a fair and
reasonable rate of interest;
• the use and control of the members’ savings for
their mutual benefit; and
• the training and education of the members in the
wise use of money and in the management of
their financial affairs.
The regulations also cap the amount of interest that
credit unions can charge on loans. In NI, they can
charge up to 1% interest per month (around 12.68%
APR), and in GB up to 3% interest per month (around
42.6% APR).
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Credit unions are exempt from the requirements of
some EU Directives that apply to other deposittakers, such as those on capital requirements, but
they are subject to other regulatory requirements.
Many credit unions do not pay interest on savings,
but instead may pay a dividend at the end of the year
depending the levels of surplus generated that year.
Personal lending CDFIs serve a segment of the
market which is outside the risk appetite of
mainstream lenders and some high-cost lenders, so
that their target customer market is relatively
high-risk with a corresponding risk of default. CDFIs
are not subject to any interest rate cap so they
reflect risk in the cost of the credit they provide.
Loans are often offered at rates above 100% APR
and, in some cases, over 200% APR. Although these
rates are high, many products offered by high-cost
lenders have interest rates which frequently exceed
1000% APR. This means CDFI loans are lower-cost
options for some consumers.
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Recent regulatory changes
• With effect from April 2019, the Financial Conduct
Authority (FCA) extended the existing fees
concession for Community Finance Organisations
(CFOs) and credit unions by exempting them from
payment of all FCA annual consumer credit fees.
CFOs provide alternative finance, and they are
defined as community benefit societies,
registered charities or community interest
companies limited by guarantee. Many CDFIs
meet the definition of a CFO and so benefit from
the new rules.
• Registered Social Landlords (RSLs) have long been
seen as key in signposting low-income households
to credit unions, but have been restricted by the
risk of being required to register as a ‘credit
broker’ under FCA rules if they refer tenants to a
particular credit provider. HM Treasury and the
FCA have been working to address this, and
introduced a regulatory change in July 2019 to the
Regulated Activities Order 2001 (RAO), to exclude
RSLs from needing FCA authorisation where:
o the activity concerned is effecting the
introduction of an individual who wishes to
enter into a credit agreement;
o the introduction is to a credit union,
community benefit society, registered charity
(or subsidiary of a registered charity),
community interest company limited by
guarantee or subsidiary of an RSL; and

• In June 2019, the FCA launched a market study of
credit information. Their previous work had
considered whether there were barriers to
providers of lower-cost credit, including credit
unions and CDFIs, in terms of accessing
appropriate credit information from credit
reference agencies (CRAs), and had found that the
issues for these providers are broadly similar to
those identified in the wider credit market, but
may be particularly relevant for consumers who
have a limited credit history. This may affect how
providers of lower-cost credit are able to make
effective use of credit information provided by
CRAs.
The FCA’s market study will consider these issues
and build on the responses to their previous
consultation on Assessing Creditworthiness in
Consumer Credit, in which they invited views on
firms’ access to, and use of, credit information
including the coverage, timeliness and consistency
of data and products provided by CRAs. They will
collect evidence to understand how well the
market for credit information works and, if
appropriate, identify potential remedies.

o the introduction is provided fee-free, i.e. the
RSL receives no fee (which includes pecuniary
consideration or any other financial
consideration).
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• In July 2019, the FCA published their Alternatives
to High-cost Credit Report, that examined the
market for alternatives to high-cost credit by
looking at consumer demand and the availability
of alternatives to high-cost credit. This concluded
that there were opportunities to improve the
market for affordable credit and that there may
be merit in HM Treasury considering a review of
credit union legislation to achieve this. They also
made a number of recommendations to improve
consumer awareness of alternatives to high-cost
credit, including encouragement for MaPS to join
RSLs and others to actively signpost them to
consumers. Further recommendations for others
included:
o For credit unions to work more closely
together, with a view to speaking with a more
unified voice.
o For Fair4All Finance to help personal lending
CFDIs to become more self-sustaining.
o For Government to consider options for
incentivising investment in CFDIs, for example
through tax incentives for investors.
o For personal-lending CFDIs to consider
whether they could work more closely with
credit unions in relation to members turned
down for loans.
o For frontline service providers such as RSLs and
Local Authorities to signpost consumers to
credit unions or MaPS’s information on credit
unions.
o For consumer credit lenders to signpost
consumers to credit unions where it seems
appropriate (with any necessary credit broking
permission).
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What are the devolved
considerations?
Northern Ireland

Scotland

The Consumer Council for Northern Ireland (NICC)
has received money from HM Treasury to target
Illegal money-lending in NI by providing education
and access to more affordable forms for credit.
Rather than investing in policing the illegal lenders,
who are in the main linked to paramilitarism, this
work will focus more on education in other options.

The Scottish Government funded a new Financial
Health Check personalised advice service in 2018 for
low-income parents to help with the poverty
premium and increase benefit uptake. This is a major
two-year programme with a £1.5 million budget each
year. The programme will offer low-income parents
the opportunity to receive personalised advice on
income maximisation and how to avoid paying the
‘poverty premium’: people on low incomes paying
more for basic services because they have limited
choices.

NICC have established a Responsible Lending forum,
on which MaPS is represented by the Country
Manager. They are scheduled to run a campaign to
direct consumers to forms of advice and guidance,
including from MAS, StepChange, Christians Against
Poverty and St Vincent de Paul, and also to options
for affordable borrowing such as credit unions,
ScotCash and FairForYou.

The Scottish Government is providing support to
credit unions and Community Development Finance
Institutions, including £1 million new investment for
the Affordable Credit Loan Fund to develop the
affordable credit sector further.
The Carnegie UK Trust has established a £1 million
Affordable Credit Loan Fund to make it easier for the
affordable credit sector to grow. The Scottish
Government has also provided £1 million loan
funding from Scottish Government Financial
Transaction monies. This support will help grow the
sector, allowing low-income families greater access
to affordable credit – reducing the cost of borrowing,
supporting financial inclusion and promoting equality
and fairness. The Scottish Government and Carnegie
are also exploring options around the provision of
additional grant support for marketing and other
advertising for CDFIs. MaPS is a member of the
Affordable Credit Action Group.
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Wales
To raise awareness of credit unions as a provider of
affordable credit, the Welsh Government has
continued its support for credit unions, providing
funding since April 2017 for a marketing campaign,
promoting credit unions through social media, which
includes developing the website
http://www.creditunionsofwales.co.uk/en/ to
optimise use.

Neath Port Talbot social housing provider, Tai Tarian,
is leading the Wales Affordable Credit Action Group,
with input from key partners including Neath Port
Talbot Council, Public Health Wales, Neath Port
Talbot Council for Voluntary Service, Welsh
Government, Toynbee Hall, Credit Unions Wales,
Principality Building Society and the End High Cost
Credit Alliance.

£422,334 of Welsh Government funding per annum
has been allocated to credit unions to support
financial inclusion activities. Part of this funding is
being used to support marketing activities, including
a national PR, Digital Marketing and Social Media
Programme. This marketing campaign will be funded
until March 2020.
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Fair4All Finance Theory
of Change
In February 2020, Fair4All Finance published its
Theory of Change for the Affordable Credit Sector:
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This led to the identification of some suggested
activities for the sector:

Credit Counts: Affordable Credit Challenge Pack

20

Credit Counts: Affordable Credit Challenge Pack

21

Credit Counts: Affordable Credit Challenge Pack

22

Credit Counts: Affordable Credit Challenge Pack

23

Credit Counts: Affordable Credit Challenge Pack

24

What is MaPS currently
doing in this space?
MaPS guidance on credit
MaPS’s own money guidance is delivered through a
contact centre, which also manages its webchat and
WhatsApp interactions with consumers. From April
to December 2019, they delivered the following
sessions in relation to credit or borrowing:
• contact centre – 4% of 134,000 guidance sessions
• webchat – 4% of 57,000 guidance sessions
• WhatsApp (being trialled across three money
guidance topics) –21% of 37,000 guidance
sessions.
On the website (still branded as the Money Advice
Service) from April to December 2019, the borrowing
content received over 600,000 visits and nearly 4
million page views. 50% of visitors accessed the site
from a mobile, followed by desktop. Visitors aged 2534 had the highest number of visits to the pages.
Over 70% of the traffic came through google which is
in line with traffic on the overall site. Halifax.co.uk
provided the highest number of referrals, closely
followed by gov.uk
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Pathfinder projects to
deliver money guidance
including on use of credit
MaPS has awarded grant funding across the four UK
nations to deliver a series of Working-Age Pathfinder
projects during the first six months of 2020, targeted
at ‘squeezed’ and ‘struggling’ adults. These projects,
which will be evaluated, will test scalable ways of
improving access to money guidance, including the
development of money management skills. The
Pathfinders are grouped into three streams:
• Local Community Partnerships, designed to
enhance awareness of and access to low-interest
credit providers and improve the money
management skills of local communities
• Youth Checkpoints, developed to embed money
guidance at key ‘checkpoints’ in young adults’
transitions to financial independence
• Money Supporters training for frontline
practitioners as part of their holistic support
provision to clients, in the offender
management/rehab (England), family support
(NI), supported housing (Scotland) and mental
health (Wales) sectors.
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