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Toynbee Hall 
Toynbee Hall, founded in 1884, is a community organisation that pioneers 
ways to reduce poverty and disadvantage. Based in the East End of London 
it has been a catalyst for social reform in the UK for almost 130 years. It gives 
some of the country’s most deprived communities a voice, providing access 
to free advice and support services and working with them to tackle social 
injustice. Toynbee Hall provides day-to-day support and assistance to people 
throughout London helping them escape the Poverty Premium. 

Financial Health Exchange
The Financial Health Exchange at Toynbee Hall provides expertise on good 
policy and practice for professionals and organisations working on issues 
around	fi	nancial	health	and	inclusion.	We	work	to	identify	the	root	causes	of	
fi	nancial	diffi		culty	and	work	in	partnership	with	multiple	sectors	to	tackle	them	
eff	ectively.
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(PERC)	at	Goldsmiths	University	looked	at	fi	nancial	resilience	and	the	future	of	
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Foreword
People	manage	their	money	in	a	variety	of	different	ways,	sometimes	in	ways	that	others	
fail to understand, but that work well for them. The research in this new report focuses 
on one of those ways: informal saving. 

Informal saving can take many forms: saving in cash at home (sometimes literally in 
jam jars), careful spending and shopping, letting a current account balance mount up, 
savings stamps and over-payment on prepayment meters. However, there has been 
very little research carried out into what motivates people to save informally. 

This	report	plugs	that	gap.	In	so	doing	we	find	that	low	income	individuals	and	
households employ a variety of informal savings techniques that help them to be more 
financially	resilient,	particularly	with	budgeting	and	preparing	for	unforeseen	expenses.	

Overall this report helps to dispel the myth that people on a low income do not have 
savings	methods	or	personal	techniques	to	build	financial	resilience.	

However, what the author is also careful to point out is that the methods they employ 
can very often be overpowered by other external pressures, like living on a low wage or 
the rising cost of living. 

I found one story, in particular, very striking. It involves Karin. She is 62, lives in a tent 
with her son in Newham, East London, and very closely monitors her spending using 
a	diary	to	avoid	falling	further	into	destitution.	However	when	asked	about	her	financial	
confidence	she	says:	“I	feel	less	confident	now	because	I	have	no	money	coming	in.	
When	I	have	money	left	I	get	water	because	water	is	the	most	important	thing	coming	
in.”

This	report	also	benefits	from	a	review	of	the	literature	looking	at	behavioural	psychology	
and	what	it	can	tell	us	about	how	we	deal	with	money.	What	we	learn	is	that	individuals	
in all household income types display similar behaviours under certain situations. 

However	what	differentiates	low	income	households	is	how	much	more	frequently	they	
experience	financial	pressures.	Carl	Packman,	who	wrote	this	report,	and	the	team	at	
Toynbee	Hall	have	done	a	fine	job	in	describing	how	particular	stressful	situations,	like	
being	over-indebted,	can	have	an	effect	on	the	decisions	an	individual	makes.	

There is a lot we can learn from the personal testimonies of people on a low income, 
who face highly pressurised situations every day. This report tells their story. It should be 
essential	reading	for	policymakers,	those	delivering	financial	services,	advice	agencies	
and all those concerned about Britain’s low saving culture and determined to increase 
the	financial	resilience	of	those	on	the	edge	of	serious	personal	debt.	

Chris Pond is Chair of the Lending Standards Board, the Equity Release Council 
Standards Board, The Money Charity and the Caxton Foundation and Vice Chair of 
the Financial Inclusion Commission. 

He was also the Chair of the steering group for this project. 
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About JP Morgan 
Chase Foundation

Our mission is to enable more people to contribute to and share in the rewards 
of	a	growing	economy.	We	believe	that	reducing	inequality	and	creating	
widely-shared prosperity requires collaboration of business, government, 
nonprofit,	and	other	civic	organizations,	particularly	in	the	cities	and	
metropolitan	regions	that	power	economic	growth.	We	take	a	comprehensive	
approach	to	increasing	economic	opportunity,	using	our	firm’s	global	scale,	
talent, and resources to make investments and create partnerships in four 
priority	areas:	workforce	readiness,	small	business	expansion,	financial	
capability, and community development.

While	this	report	has	been	supported	by	the	JPMorgan	Chase	Foundation,	the	
contents	and	opinions	in	this	paper	are	of	the	authors	alone	and	do	not	reflect	
the views of the JPMorgan chase Foundation, JPMorgan Chase & Co, or any 
of	its	affiliates.
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Steering Group
During the course of the project Toynbee Hall developed an expert 
steering group looking at low income savings behaviour and the future 
prospect of services, interventions and partnerships that could assist in 
that group being supported to save in the future. 
The steering group consisted of (in alphabetical order):

Chris Pond (Chair)
Chris Pond is Chair of the Lending Standards Board, the Equity Release 
Council Standards Board, The Money Charity and the Caxton Foundation 
and Vice Chair of the Financial Inclusion Commission. He is a Trustee of 
the Family and Childcare Trust and GambleAware and is a member of the 
Treasury FinTech Delivery Panel. Chris was previously member of Parliament 
for	Gravesham	and	a	Work	and	Pensions	Minister,	and	CEO	of	two	national	
charities (Low Pay Unit and Gingerbread). He was also Director of Financial 
Capability at the Financial Services Authority before serving as interim CEO of 
the Money Advice Service.

Matthew Blakstad, NEST
Matthew is Head of NEST Insight unit at NEST – the National Employment 
Savings Trust. Previously he worked for government on public information 
strategies for pension reforms.

Jake Eliot, Money Advice Service 
Jake has been Senior Policy Manager at the Money Advice Service (MAS) 
since 2015, where he leads the organisation’s policy work on savings. The 
Money Advice Service (MAS) is a UK-wide, independent service set up by 
Government	to	improve	people’s	financial	well-being.	As	the	statutory	body	for	
financial	capability,	MAS	has	led	the	work	with	organisations	across	all	sectors	
–	financial,	third	sector,	government	and	regulators	to	develop	The	Financial	
Capability	Strategy	for	the	UK.	This	10-year	strategy	aims	to	improve	financial	
capability, giving people the ability, motivation and opportunity to make the 
most of their money. 

Prior to joining the Money Advice Service Jake led policy work on health, 
care and social inclusion for the National Housing Federation, the trade body 
for housing associations in England. This included policy projects to secure 
supply of new specialist housing and forging new relationships between social 
housing providers and the NHS. Earlier in his career, Jake undertook a variety 
of	policy	and	research	roles	in	the	not-for-profit	sector,	including	advising	
and supporting charities with strategic planning. He began his career as a 
parliamentary researcher in the House of Lords.
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Dalia Ben-Galim, Gingerbread
As the Director of Policy, Advice and Communications, Dalia leads on our 
policy work as well as overseeing our communications, campaigns and advice 
services. Prior to joining Gingerbread, Dalia was as Associate Director at IPPR, 
taught social policy at the University of Oxford and held research posts at the 
LSE. Dalia holds a PhD in social policy from the University of Oxford. Dalia has 
a sound policy and research background, and a strong grasp of the issues 
facing single parents today. She also has extensive broadcast and media 
experience.  

Guy Rigden, MyBnk
Guy became CEO of MyBnk in March 2016 after joining as Expansion Director 
in February 2013 and then serving as Co-CEO since 2014. He oversees 
MyBnk’s focus on working with vulnerable and disadvantaged young people. 
He leads on policy, testifying to the All Party Parliamentary Group on Financial 
Education and deputising on the Money Advice Service Financial Capability 
Board.

In September 2011, Guy was appointed interim CEO of Microloan Foundation, 
Malawi, re-locating to the regional town of Kasungu and responsible for 120 
employees and 23,000 clients. Micro Loan is all about giving hope not hand-
outs, a mission consistent and inspirational to that of MyBnk.

Kim	Stephenson,	psychologist,	financial	adviser	and	author
Kim	is	the	only	Chartered	Psychologist	in	the	world	also	qualified	as	a	financial	
adviser. He has worked with the Chambers of Commerce, a variety of PR 
companies	and	professional	bodies	on	personal	and	business	finance	risk,	
financial	education,	and	the	public	awareness	of	financial	issues.	

Joseph Surtees, StepChange
Joseph Surtees is Senior Public Policy Advocate for StepChange Debt Charity. 
He leads the Charity’s campaigning work on a number of areas, including cash 
savings, helping bring about important advances in consumer protection. 

Joseph sits on several governmental consumer groups and has spoken 
to numerous national organisations on the subject of problem debt and 
consumer credit, including the British Banker’s Association and the Council of 
Mortgage Lenders. 

StepChange Debt Charity is the UK largest, specialist debt advice and 
solutions	provider.	It	offers	support	to	almost	600,000	heavily	indebted	
consumers every year. 
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Sally	West,	Age	UK
Sally	West	is	a	Policy	Manager	at	Age	UK,	a	charity	that	aims	to	improve	
later life for everyone through information and advice, services, campaigns, 
and research. Sally leads the organisation’s policy work on income issues 
including:	poverty,	state	benefits,	pensions	and	taxation.	She	has	been	at	the	
organisation for over 20 years.  Before working for Age UK she was an adviser 
at a local Citizens Advice Bureau and before that she was a cardiac nurse and 
carried	out	research	on	psychological	and	social	influences	on	recovery	from	
heart surgery. 

Sian	Williams,	Toynbee	Hall
Sian is the director of the Financial Health Exchange at Toynbee Hall. She 
has	been	responsible	for	Toynbee	Hall’s	financial	inclusion	programmes	since	
2009, and now leads the National Services team and provides consultancy 
and	advice	on	financial	inclusion	and	capability	to	a	range	of	sectors.	Sian	
is a Financial Inclusion Commissioner, a member of the PSR Panel, Chair 
for	the	PSR	Strategy	Forum	Working	Group	on	User	Needs,	and	a	member	
of the MAS Financial Capability Strategy Board. She also sits on a range of 
advisory	groups	for	the	sector,	including	the	BBA,	LINK,	DWP,	HMT,	the	Post	
Office,	and	the	Big	Lottery,	and	is	a	trustee	for	the	Money	Advice	Trust.	Sian	
previously	spent	15	years	with	the	Foreign	and	Commonwealth	Office.

Russell	Winnard,	Young	Enterprise
Russell	is	Head	of	Programmes	and	Services	(Financial	Education)	at	Young	
Enterprise	UK.	He	began	his	career	within	the	financial	services	industry,	
before moving into teaching and then education consultancy. His time teaching 
highlighted	the	need	for	all	young	people	to	have	a	financial	education	and	
prompted	the	decision	to	move	into	consultancy	in	this	field.	Russell	has	
a	wide	range	of	financial	education	experience	including	resource	writing,	
development and delivery of CPD, and providing direct support to schools, 
local authorities and other organisations.
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Abstract
In	this	report	we	ask	why	and	how	people	in	different	circumstances	save,	and	
what	impact	small	sum	and	informal	savings	have	on	financial	resilience.	In	
order	to	help	understand	and	be	able	to	influence	savings	behaviour	effectively,	
we distinguish savings as a pot of money (formal or informal) from savings as 
a type of behaviour (some people have savings, for example, without having 
what we call in this report ‘savings behaviour’).

In	our	evidence,	we	find	that	small	sum	savings	can	help	individuals	to	
develop	greater	financial	resilience.	We	know	that	having	control	over	
personal	financial	affairs	can	mean	that	individuals	are	more	protected	against	
unexpected events and can save for the future, but there has previously been 
limited research and evaluation of the degree to which formulating a savings 
behaviour through informal or small sum savings is any more useful than just 
simply	having	a	pot	of	money	towards	improving	financial	resilience.	

Here we show that having such a saving behaviour can assist not only in 
an individual’s having a precautionary sum of money, but also in knowing 
how	best	to	deal	with	difficult	financial	situations.	This	is	why	being	financially	
resilient,	properly	defined,	is	not	just	necessarily	being	financially	comfortable,	
but	having	knowledge	and	skills	to	manage	financial	resources	effectively,	and	
to	understand	and	apply	financial	knowledge.	
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1 Summary 

1	 	StepChange	(2014),	Life	on	the	Edge:	Towards	more	resilient	family	finances.	Available	here:	https://www.stepchange.org/Portals/0/StepChangeLifeontheEdgereport.pdf 
2  Rowlingson, Karen and Stephen McKay (2015), Financial Inclusion Annual Monitoring Report 2015. Available here: http://www.friendsprovidentfoundation.org/wp-content/

uploads/2015/10/University-of-Birmingham-Financial-inclusion-report-2015-final.pdf 

The UK has a very severe savings problem 
which becomes particularly problematic for low 
income households. The issue for many people 
is not that they aren’t saving enough, but that 
they are not saving at all. 
24 per cent of all UK households have 
absolutely no savings whatsoever and 13 
million people would not have enough savings 
to support them for a month if their income fell 
by 25 per cent1. 
However while those in the top 10 per cent of 
the income distribution are three times as likely 
to be saving as those in the bottom 10 per 
cent, around 20 per cent of those in the bottom 
10 per cent of income distribution do save 
something2. 
Using this as context, the purpose of this 
research is the following:
•	 	To	better	understand	the	savings	behaviour	

of low income households
•	 	To	understand	the	motivations	for	savings	

among this group, particularly informal 
savings such as in jam jars, letting money 
mount up in current accounts, and through 
careful spending

•	 	To	find	out	if	informal	savings	improves	an	
individual’s	financial	resilience,	either	by
•  Helping an individual to avoid credit use/

debt, or
•  Helping them to cope better in particularly 
difficult	financial	situations.	

As this research relies on qualitative data, 
rather than panel data, we are able to develop 
unique	findings	on	what	factors	motivate	
informal savings behaviour, and the impact they 
have	on	the	financial	resilience	of	low	incomes	
individuals and households.

Methodology
In this report we ask why and how people in 
different	circumstances	save,	and	what	impact	
small sum and informal savings haves on 
financial	resilience.	In	order	to	help	understand	
and	be	able	to	influence	savings	behaviour	
effectively,	we	distinguish	savings	as	a	pot	of	
money (formal or informal) from savings as a 
type of behaviour (some people have savings, 
for example, without having what we call in this 
report savings behaviour).
We have combined evidence from existing 
research and evaluation looking into 
understanding	and	building	financial	
resilience and savings behavior of low income 
households with our own qualitative research to 
‘set the scene’ for future interventions. 
In order to do this we carried out interviews 
with 24 participants (Stage 1), from a varied UK 
geographical spread, over the course of three 
months from December 2016 until February 
2017. We have segmented the analysis into 
three parts: 1) the single parent segment (ages 
21-50); 2) the advice users segment (ages 41-
80) and 3) the millennials segment (ages 20-30). 
We also provide case studies of six willing 
participants (Stage 2) who used a spending 
diary between January 2017 and February 
2017. Finally we held two focus groups with 
a combined total of 13 people (Stage 3). All 
participants had either a personal income of 
£17,500 per annum or less, or a combined 
household income of £35,000 or less. 
We targeted three groups in particular in 
our	interviewing,	to	explore	the	different	
motivations from a distinct demographic 
type: they were 1) single parent families; 2) 
pension-age individuals; 3) young people (in 
their late teens, early twenties). Not only is 
there	significant	interest,	at	a	policy	level,	to	
understand	the	levels	of	financial	resilience	
and	financial	behaviours	of	this	group,	they	are	
also	perceived	to	have	very	different	needs.	
Our investigation sheds light on some of the 
differences	and	similarities.	
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To this end Toynbee Hall worked with two 
partners during this project in order to reach 
our target groups: those organisations were 
Gingerbread3 and MyBnk4. 
We also carried out an investigation into how 
behavioural change and “nudge”5 techniques 
are	being	used	to	develop	financial	products/
services	by	interviewing	financial	services	
and app6 provider representatives. We did 
this through in-depth interviews with a select 
number of FinTech providers designed to 
facilitate	greater	financial	capability	and	
resilience. 
Coupled	with	a	review	of	over	fifty	research	and	
evaluation papers, we conclude by developing 
a typology of low income savers and a plan for 
the following:
•	 	How	to	support	existing	savings	behaviour	

by using evidence of what works 
•	 	The	development	of	partnerships	to	build	

on	savings	behaviours	to	increase	financial	
resilience. 

We intend for this report to be used as an 
evidence base for a series of new initiatives 
supporting low income households to build 
up savings through achievable goals and 
behaviours, and for this initiative to contribute 
to	measures	supporting	financial	resilience.	
A new typology of low income savers
Drawing on both the literature review and 
the qualitative research, Toynbee Hall has 
created a typology of low income savers that 
encompasses both motivations and methods. 
As demonstrated throughout this report, 
individuals can be a combination of these saver 
types:
The Spend-Saver: This type of saver will 
not likely have a savings product, but will be 
budgeting and spending in such a way that 
means they have more money for the near 
future in case any surprise costs should hit 
them. 

3 The leading charity working with single parent families: https://gingerbread.org.uk/ 
4	 A	charity	delivering	financial	education	and	enterprise	workshops	directly	to	11-25	years	olds	in	schools	and	youth	organisations:	http://mybnk.org/ 
5	 		“Nudge”	refers	to	changing	a	person’s	behaviour	by	carefully	integrating	that	person’s	current	behaviour	with	the	particular	behaviour	they	want	to	change	it	to.	Richard	Thaler	

and	Cass	Sunstein,	whose	book	Nudge	–	Improving	Decisions	about	Health,	Wealth	and	Happiness	(2008)	popularised	this	meaning	of	the	word,	put	it:	“if	a	particular	
unfortunate	behavioral	or	decision	making	pattern	is	the	result	of	cognitive	boundaries,	biases,	or	habits,	this	pattern	may	be	“nudged”	toward	a	better	option	by	integrating	
insights about the very same kind of boundaries, biases, and habits into the choice architecture surrounding the behaviour – i.e. the physical, social, and psychological aspects 
of	the	contexts	that	influence	and	in	which	our	choices	take	place	–	in	ways	that	promote	a	more	preferred	behavior	rather	than	obstruct	it”.	

6 Referring to an application, typically downloaded by a user to a mobile device.

The reward-treat saver (typically short term): 
This	type	of	saver	has	specific	short	term	goals	
that help them put money aside. They help this 
process because the goal will be something 
that’s rewarding for the individual: a holiday or a 
shopping trip. The reward-treat, however, does 
not have to be for the individual, but might be 
for their family/children. Evidence suggesting 
goals can motivate people to save also tends to 
say that it helps those same people save more 
frequently. 
Safety net saver (typically short-medium 
term): This type of saver doesn’t necessarily 
need a reward for the saving, but is more 
acutely aware of the need to save money in 
case something negative should happen: 
the washing machine or car breaks down, 
for instance, or funeral costs. It’s important 
to note that a short term goal saver who is 
primarily motivated to save for reward-treat 
will	most	likely	find	saving	demotivating	if	it	is	
only associated with a “negative” future cost 
(“negative” because the saving is being done 
for something that the individual does not want 
to happen). 
Life goal saver: This type of saver is motivated 
to save for the home, for a family or for a 
comfortable older age, in-keeping with the 
savings initiatives most likely found at a 
government policy level. This type of saver, in 
the right circumstances, could be well served 
with an existing savings product or initiative 
(workplace scheme, ISA product etc). Despite 
the possible implications of the name, this type 
of saver does not necessarily have to be a long-
term saver. Rather, the time period can vary 
but the goal is typically of a higher value: a car, 
mortgage, pension, to start a family or to get 
out of a debt cycle.
‘Saving just to save’ saver: This type of 
saver has a goal and that goal is savings. No 
previous	research	has	identified	the	significance	
of this type of saver. While they include what 
Kempson (Kempson & Finney, 2009) would 
have called rainy-day savers, to distinguish 
from instrumental (or goals-based) savers, it’s 
important to note that this group of savers are 
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rewarded by the amount of money they have 
saved	up	as	well.	So	more	specifi	cally,	they	too	
are goals-based. They might be a ‘saving just to 
save’ saver because they were not able to save 
money before and they can (which motivates 
them), or because they were taught from an 
early	age	that	savings	is	equal	to	fi	nancial	
prudence that they feel proud to achieve. There 
isn’t currently any indication whether ‘saving 
just to save’ is a personal short term or a long 
term strategy. 
Passive saver: This type of saver is less 
common among low income households, but 
it	defi	nes	someone	who	has	a	sum	of	savings	
that they tend not to think about a lot, and 
which has been acquired through a windfall: 
property maturation, inheritance, or lottery 
win for example. On the other hand, a passive 
saver might be an inactive saver who worries 
about being able to replenish their savings to 
the extent that they would rather borrow (e.g. 
using expensive credit rather than depleting 
savings)7. This could potentially impact those 
who are motivated by ‘just to have savings’. 
An inactive saver might also be spend-saver as 
well, preferring careful spending to depleting 
savings. 

7  Pointed out by Jake Elliot, Money Advice Service, during the steering group session. 

Based on the qualitative research, the likelihood of each segment being a particular saver type. 

Spend-Saver Very Likely Very likely Most likely

 Reward-treat saver Very Likely Not Likely Very Likely

 Safety-net saver Most likely Very Likely Fairly likely

 Life goal saver Fairly likely Very likely Fairly likely 

 ‘Saving just to save’ Fairly likely Most likely Fairly likely  
 saver   
 Passive saver Not Likely Not Likely Not Likely 

 Non saver Not Likely Fairly likely Fairly likely 

Saving types
 Single parent family Advice users segment Millennials segment
 segment

 Very Likely Very likely  Very Likely Very likely  Very Likely Very likely 

 Very Likely Not Likely Very Likely Very Likely Not Likely Very Likely Very Likely Not Likely Very Likely

 Fairly likely Very likely Fairly likely  Fairly likely Very likely Fairly likely  Fairly likely Very likely Fairly likely 

      
 Not Likely Not Likely Not Likely  Not Likely Not Likely Not Likely  Not Likely Not Likely Not Likely 

 Not Likely Fairly likely Fairly likely  Not Likely Fairly likely Fairly likely  Not Likely Fairly likely Fairly likely 

 Very Likely Very likely  Very Likely Very likely  Very Likely Very likely 

 Very Likely Not Likely Very Likely Very Likely Not Likely Very Likely Very Likely Not Likely Very Likely

 Fairly likely Very likely Fairly likely  Fairly likely Very likely Fairly likely  Fairly likely Very likely Fairly likely 

 Not Likely Not Likely Not Likely  Not Likely Not Likely Not Likely  Not Likely Not Likely Not Likely 

 Not Likely Fairly likely Fairly likely  Not Likely Fairly likely Fairly likely  Not Likely Fairly likely Fairly likely 

 Very Likely Not Likely Very Likely Very Likely Not Likely Very Likely Very Likely Not Likely Very Likely

Very Likely Fairly likelyVery Likely Fairly likelyVery Likely Fairly likely

 Fairly likely Very likely Fairly likely  Fairly likely Very likely Fairly likely  Fairly likely Very likely Fairly likely 

 Fairly likely   Fairly likely   Fairly likely  

 Not Likely Not Likely Not Likely  Not Likely Not Likely Not Likely  Not Likely Not Likely Not Likely 

 Not Likely Fairly likely Fairly likely  Not Likely Fairly likely Fairly likely  Not Likely Fairly likely Fairly likely 
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Thematic review

8   Kempson and Finney (2009) Saving in lower-income households: A review of the evidence http://www.bristol.ac.uk/media-library/sites/geography/migrated/documents/
pfrc0909.pdf;	Hannagan	and	Morduch	(2015),	Income	Gains	and	Month-to-Month	Income	Volatility:	Household	Evidence	from	the	US	Financial	Diaries,	NYU	Research	Papers.	
Available here: https://papers.ssrn.com/sol3/Delivery.cfm/SSRN_ID2659883_code599.pdf?abstractid=2659883&mirid=1 

This	research	confirms	previous	studies	looking	
into the savings motivations of low income 
households: that among this group there 
appears to be high levels of savings activity, but 
with less accumulation because the intention is 
to use the money in the short/medium term8. 
 A common theme throughout the interviews, 
across the range of age and family structure, 
was the recognition of the vital need to have 
savings, even if it is a small amount. Saving 
money was very often a challenge, but 
sacrifices	had	to	be	made	–	particularly	for	the	
younger segment and single parent families. 
Another common theme to all segments 
was the pride in having savings. This was 
particularly noticeable from the older segment, 
who	would	reflect	on	previous	times	when	they	
didn’t save or chose not to save, and younger 
parents who had only recently found the means 
to be able to save on a regular basis. 
A range of methods for saving were used 
including increasing cash jam jars, using coin 
machines to change money and other more 
traditional forms including pension pots, ISAs, 
and employer savings schemes. 
Across all segments careful shopping was 
considered a vital informal way of saving 
money, particularly for the younger segment 
who described in vivid detail the reasons why 
they chose not to spend on items they felt 
unimportant or unnecessary. 

Single parent family segment (Ages 21-50):
There was a common thread through the 
interviews of the emphasis on single parents 
needing to be very aware of saving because 
they were the one person that their child relied 
on, with no partner to help them out. Parents 
talked about the importance of saving because 
they	needed	to	provide	a	financial	buffer	
for themselves and their children. Without 
this	buffer,	parents	felt	concerned	that	they	
would not be able to protect themselves from 
emergencies and some referred to a fear about 
needing to maintain this to keep a roof over 
their child’s head. Some parents also wanted to 
save to smooth out the costs that were uneven 
during the year, for instance putting a sum 
aside to pay for Christmas or birthdays. 
Advice users segment (Ages 41-80):
With this segment (seven ‘Baby Boomers’ and 
three from ‘Generation X’) there was an almost 
even split between people who felt they had to 
have a goal in order to save, and those who felt 
they needed saving as a safety-net. However 
a very common theme involved participants 
being unsure about what they were saving for, 
but knew that saving was ‘a good thing’ in 
itself. 
One participant explicitly mentioned the 
prospect of debt as being a motive to save, 
arguing that they could go without the things 
that	get	people	into	debt	in	the	first	place.	
Another participant noted that “goals make 
savers”, turning what could be simply dreams 
into reality. 
Millennials segment (Ages 20-30):
One common thread for this segment was the 
understanding that savings were important, 
but	very	difficult	to	achieve.	Participants	talked	
about their motivation to save money: as a 
way to support their families, shopping trips 
(particularly home improvement, furniture), or a 
future mortgage. Participants also mentioned 
the importance of saving towards a treat, such 
as going out on dates. 
Another common theme was spending: one 
participant felt guilty spending money on 
themselves, and so this was perceived as 
saving, while another treated their savings pot 
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as a loan to themselves, paying themselves 
back over time. Participants were split over 
whether it was good to be able to closely 
monitor savings, with one participant saying 
that it could lead to the temptation of spending 
it, while another saying it is generally good to 
see what you’ve managed to save up. 
Structure of the report
Chapter 1 will begin to look at low income 
household savings behaviour in context, 
addressing latest national statistics and the 
existing evidence we have on informal savings. 
Chapter 2 will address the external pressures 
that add a potential barrier to an individual 
being in a position where they can actively 
and independently put money aside, including 
housing,	employment,	welfare	reform,	inflation,	
access	to	financial	services,	and	the	poverty	
premium. We also address how behavioural 
psychological insights can relate to individuals’ 
behaviours as consumers. 
Chapter 3 discusses the literature review 
looking	at	savings	behaviour	and	financial	
resilience. We also draw on the similarities 
and	differences	that	households	with	different	
income levels display, relating to savings and 
financial	resilience.	
Chapter 4	will	discuss	findings	from	our	
thematic analysis of the 24 interviews carried 
out	looking	at	savings	motivations.	We	find	
that the single parent family segment are more 
likely to be safety-net savers, the advice users 
segment are more likely to be ‘Saving just to 
save’, and the millennials are more likely to be 
Spend-savers. 
Chapter 5	assesses	the	effectiveness	of	
previous schemes to encourage low income 
savings. We also look at initiatives past and 
present that have sought to help increase 
low income households’ savings. Finally we 
discuss the role that FinTech can have in 
building up savings and draw on some of the 
insight gathered from interviews with FinTech 
providers. 

9  Help to Save: A savings account designed for the 3.5 million workers who receive working tax credits or Universal Credit. The scheme will see those eligible able to save up 
to £50 a month and receive a bonus of 50 per cent – a maximum of £600 – after two years. Savers can continue to use the scheme for a further two years and earn up to 
another £600. 

10  Save Up is our name for an initiative involving rounding up to the nearest pound after spending money on an item and transferring that rounded amount into a savings 
account. 

Recommendation:
Formation of a coalition of organisations 
coming together to design a brand new 
financial	support	programme	using	insight	
from this research. In particular, this 
programme	would	be	able	to	develop	specific	
interventions	based	around	the	six	specific	
saver	types	identified.		

Recommendation:
The	new	financial	support	programme	should	
create personalised ways in which to help 
people	find	savings	goals	to	achieve.	This	
will help more people to become ‘responsive 
habitual savers’. 

Recommendation:
Savings tracking will be a vital component 
of the programme, which will be developed 
around	financial	and	digital	capability.	

Recommendation:
Test ways of automating savings through 
Universal Credit payments.

 
Recommendation:
The provision of the Help To Save9 scheme 
must	fit	around	the	principle	of	the	
‘responsive habitual saver’ in this research. 
Communication around Help To Save must 
provide information regarding the need to 
prioritise outstanding debts over saving

Recommendation:
Encourage Save Up10 programmes from a 
range	of	alternative	financial	providers	to	help	
their customers build up contingency savings 
and turn habitual debt repayment behaviour 
into savings behaviour.
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Recommendation:
Encourage new FinTech providers to liaise 
with services and organisations developing 
principles	around	financial	health,	as	a	way	of	
ensuring that the design of existing and future 
financial	products	and	services	are	done	with	
the digital needs of low income households in 
mind. 

Recommendation:
FinTech providers should integrate a method 
of	savings	into	their	financial	capability	tools,	
to encourage saving small amounts at little 
inconvenience to the individual. For those that 
already	do	offer	this,	the	ability	for	the	user	
to	create	different	savings	pots	(e.g.	“short	
term pot”, “long term pot”, “holiday pot” etc) 
should be considered.

Recommendation:
Investigate	the	effects	of	introducing	savings	
auto-enrolment, on an opt-out basis, in 
workplaces including with employers in 
low waged sectors (e.g. retail, social care, 
hospitality). Furthermore, explore the 
possibility of adapting the scheme for the 
purpose of contingency savings which 
can be relatively easy to access should an 
unexpected cost suddenly materialise.

Recommendation:
Assess the feasibility of a wide rollout of 
deposit-taking cash machines in the UK, to 
enable consumers to deposit small change 
into their savings accounts. This contributes 
to ensuring cash and cash machines stay 
relevant, in the age of electronic/digital 
payments, which is of particular concern for 
informal cash savers.

Recommendation:
An independent evaluation is needed in order 
to	determine	the	effectiveness	of	impulse	
savings products and whether they help 
people’s savings behaviours over the short 
and long term. It would also be necessary to 
judge	any	demographic	differences	this	might	
have, particularly on those in low income 
households.  

Chapter 6 develops the hypothesis that 
informal saving can contribute positively to 
financial	resilience	while	making	the	case	that	
developing a wider support system can help 
people on low incomes to save in a way that 
empowers	them,	building	on	their	specific	
needs.

Recommendation:
Build	financial	capability,	including	savings	
and dealing with highly pressured situations, 
into a range of existing services. Encourage 
this in the context of evidence around 
how people have knowledge, and use that 
knowledge under particular circumstances.

Recommendation:
Develop a partnership between a personal 
financial	support	organisation	and	a	bank	or	
FinTech provider to host an online remote 
group savings network. 

Recommendation:
The development of a pooled service or 
scheme for freelance or self-employed 
individuals who lack the access to auto-
enrolment schemes that other employees can 
take advantage of. 

Recommendation:
Research should be commissioned to look at 
the ways in which low income households in 
the UK (and abroad) are using social capital to 
reduce the cost of insurance products or non-
traditional methods of insurance. 

Recommendation:
The establishment of agreed standards for the 
analysis of Social Return on Investment (SROI) 
in	the	field	of	financial	support	programmes	
between funding bodies, including the new 
body replacing the Money Advice Service in 
2018,	and	financial	health	service	providers.
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Finally Chapter 7 draws a number 
of conclusions from the research, 
recommendations, and puts forward an 
agenda for organisational partnerships in the 
future that can create the savings support 
system proposed in chapter 6. 
What we learn about informal and/or small sum 
savings and its relation to financial resilience
Lesson 1: The ‘Saving just to save’ saver type 
is common among low income savers, but is 
not always seen or valued in the same way 
as other savings goals. Previous research has 
found that having any amount in savings is a 
potential motivator for increasing that amount 
of savings (Davis et al, 1987; Kempson, 1998). 
However at this stage there is no evidence 
to suggest this is a short term or a long term 
savings strategy. 
Lesson 2: Many low income informal savers 
are as motivated to save because having 
savings is a positive thing in itself as they 
are to save for a reward-treat: being able 
to do both these things is very rewarding 
for low income individuals and it should be 
encouraged.
Lesson 3: Demonstrating savings behaviour 
through informal or small sum savings can 
assist not only by helping to build a cautionary 
sum of money but also by contributing to 
the	knowledge	and	skills	to	manage	financial	
resources	effectively,	and	to	understand	and	
apply	financial	knowledge.	In	short,	to	be	
financially	resilient	(Atkinson,	A.	et	al.,	2015).
Lesson 4:	Having	savings,	or	financial	
resilience, will not mean that an individual is 
forever	resistant	to	financial	difficulties.	We	
must be realistic and say that some situations 
will outweigh having the knowledge to deal 
with them. 
Imagine a scenario where someone says 
something like “I knew I was getting myself 
into debt but it felt like the only option as 
three bills came in at once and the children 
needed new uniforms”. Financial resilience 
reduces the risk of losing control in situations 
of	financial	difficulty,	but,	consistent	with	the	
recent research on poverty and its impact 
on	an	individual’s	mental	bandwidth	(Shafir	
and Mullainathan, 2013), knowledge is not an 
absolute failsafe (Zeedyk et al, 2011).

Lesson 5: Previous research has found that 
too many long term savings goals can be less 
effective	than	one	short	term	goal	in	motivating	
non-savers to start saving (Soman et al, 
2011). However based on our own evidence, 
we contend that making savings “just to 
have savings” can co-exist with savings for a 
particular rewarding goal (such as a holiday or 
shopping trip). 
This	has	significant	policy	implications	and	can	
be included in the design principles for savings 
schemes	and	financial	support	programmes	
for the future. 
Furthermore, what we learn from our review 
of behavioural psychological insights in 
the literature review is that individuals in all 
household income types are generally prone 
to similar behavioural traits under certain 
situations. 
The	difference,	however,	is	the	frequency	
with which people on particular income levels 
experience	financial	situations	that	affect	their	
behaviour (a subject returned to in chapter 
four). 
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2 Introduction:

11   Rowlingson, Karen and Stephen McKay (2015), Financial Inclusion Annual Monitoring Report 2015. Available here: http://www.friendsprovidentfoundation.org/wp-content/
uploads/2015/10/University-of-Birmingham-Financial-inclusion-report-2015-final.pdf

12   Money Advice Service (2016), Market Segmentation: Segment Infographics. Available here: https://masassets.blob.core.windows.net/cms/files/000/000/467/original/Market_
Segmentation_-_Segment_infographics_-_Revised_July_2016.pdf 

13   Money Advice Service (2016), Closing the savings gap Insights from Money Advice Service research. Available here: https://masassets.blob.core.windows.net/cms/
files/000/000/548/original/MAS_Savings_Report_Sept_2016_FINAL.pdf  

14   Aviva (2017), UK: Inequality worsens as savings gap grows 25% and homeownership levels fall for low income families. Available here: http://www.aviva.com/media/news/
item/uk-inequality-worsens-as-savings-gap-grows-25-and-homeownership-levels-fall-for-low-income-families-17740/ 

15   StepChange (2015), Becoming a Nation of Savers. Available here: https://www.stepchange.org/Portals/0/documents/
ReportsBecominganationofsaversStepChangeDebtCharityreport.pdf?timestamp=1438852274147 

The UK has a very severe savings problem 
which becomes particularly problematic for low 
income households. The issue for many people 
is not that they aren’t saving enough, but that 
they are not saving at all. 
However, around 20 per cent of those in the 
bottom 10 per cent of income distribution do 
save something11. The issue is not black and 
white. 
The Money Advice Service (MAS) has found 
that among the ‘struggling’ segment of the 
population (on average earning £21,000, a 
quarter of whom earn between £0-£11,500) 58 
per cent do have savings (compared with 75 
per cent of the UK population as a whole), the 
median value of which is £50 (compared with 
the average for the UK: £1,000). 
Because	it’s	more	difficult	for	someone	on	a	low	
income to save, relative to someone on a higher 
income, MAS has created an income-to-savings 
ratio to measure the ‘struggling’ segment’s 
savings.	From	that	they	find	that	the	proportion	
of ‘struggling’ households that hold at least 
one months’ income in savings is 28 per cent 
(compared with the national average of 47 per 
cent). The proportion of ‘struggling’ households 
that hold three months’ income in savings is 19 
per cent (compared with the national average of 
34 per cent)12. 
MAS also published a report in 2016 looking at 
savings based on data from their 2015 Financial 
Capability Survey. They found that 25 per cent 
of the population are non-savers, tend to be the 
most	anxious	about	their	finances,	and	are	the	
least	likely	to	have	financial	goals	for	the	next	
five	years,	though	if	they	do	have	goals	it	will	be	
simply to make ends meet. 
Furthermore, 22 per cent of the working age 
population are irregular savers with a low 
balance, likely to be in the ‘struggling’ segment 
(discussed above), and typically younger. 

Monthly savers with a low balance less likely to 
be in the ‘struggling’ segment (just 21 per cent 
are ‘struggling’), and are composed of 26 per 
cent of the working age population. 
At	the	better-off	end,	irregular	savers	with	a	high	
balance make up 15 per cent of the population, 
most likely be in MAS’ ‘cushioned’ segment 
(average household income is £33,000, median 
value of savings is £5,500) and monthly savers 
with a high balance are composed of 15 per 
cent of the population and are also most likely 
to be in the ‘cushioned’ segment.
The same research by MAS found that the 
mean overall cost of unexpected bills (including 
everything that survey respondents said they 
have had to pay for unexpectedly) is £1,545. 
The most typical unexpected cost was for car 
repairs, the mean cost of which came to £1,341 
(for context, MAS have previously found that 
29 per cent of the working age population 
have less than £1,000 saved). Even the least 
expensive unexpected mean cost, for a mobile 
phone breakdown, is £12013.
Furthermore, a study by Aviva, the insurance 
company, found that low-income families had 
just £95 of savings and investments, excluding 
pensions, in 2016/17, compared with £136 in 
the	same	period	for	2015/16.	That	figure	jumps	
to £62,885 among high-income families, up 
from £50,208 a year earlier meaning that the 
savings gap between the richest and poorest 
has grown by 25 per cent over the past year, 
from £50,072 to £62,79014.
StepChange has previously carried out work 
looking at households with low savings. In 2014 
they used £1,000 as the metric for adequate 
savings	based	on	the	amount	“identified	as	
balancing a positive impact on family resilience, 
while still being a realistic target”. They point 
out that £1,000 is broadly consistent with other 
targets, for example the MAS’ call on families to 
save £3 per day, which equates to £1,095 over 
a year15.
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Using	these	figures	as	context,	the	purpose	
of this research is to plug a gap for the lack 
of evidence showing whether it is only the 
amount of savings an individual has which 
affects	their	financial	resilience	or	whether	
savings	behaviour	itself	–	no	matter	the	
amount	saved	–	increases	resilience.	
As this research relies on qualitative data, 
rather than panel data, we can develop unique 
findings	on	what	motivates	making	informal	
savings,	and	the	impact	it	has	on	the	financial	
resilience of low incomes individuals and 
households. 
What	we	already	know	about 
informal savings
Official	data	shows	that	there	is	only	a	small	
proportion of households that have savings 
not held in any type of formal account as 
their only form of savings. Statistics from the 
Family Resources Survey (2013/14) shows that 
just 3 per cent of households had no formal 
accounts, but held their savings informally 
(Department for Work and Pensions, 2015), 
rising to 7 per cent of households on the 
lowest incomes.
Convenience & socio-cultural factors: 
Kempson (1998) summarises the variety of 
factors that lead people to favour informal 
savings behaviour: 
“The attractions of saving informally 
identified in research include the ability 
to save small and varying amounts 
conveniently, as and when people could 
afford to do so and the ability to save 
directly towards a particular purpose. 
Socio-cultural factors, such as an existing 
tradition or culture of use of particular 
alternative providers, trust and familiarity 
with individual organisations, and the 
potential for some schemes to fulfil a social 
function, also played a role.” 
Kempson and Finney (2009) add that local 
bank branch closures not only create a 
geographical and cost barrier to the use of 
their services, but create an even greater 
psychological	one.	This	not	only	affects	
convenience of access for savings services, 
but	wider	financial	products.

16	 		Centre	for	Social	Justice	(2015),	Future	Finance:	A	new	approach	to	financial	capability.	Available	here:	http://www.centreforsocialjustice.org.uk/core/wp-content/
uploads/2016/08/CSJ-Future-Finance.pdf

Visibility: Some people also choose to save 
informally because they like to be able to 
see their savings mount up. Kempson (1998) 
has previously pointed out that a savings 
account that caters for people on low incomes 
does, therefore, need to have a passbook 
or something similar for it to have the same 
attraction. The savings that are accumulated 
informally are viewed as more accessible and 
suited to meeting short-term needs (Chapman, 
2003).
Utilising payments behaviour for savings: 
Kempson and Finney (2009) also point to 
various studies analysing informal methods of 
saving, including saving cash at home, buying 
saving stamps and letting money mount up 
in a current account (BMRB Social Research, 
2006; Graham et al., 2005; Opinion Leader 
Research,	2007).	Kempson	(1998)	identified	
letting	benefits	mount	up	before	drawing	them,	
over-paying fuel prepayment meters, paying 
into Christmas clubs and a minority who saved 
by giving money to a relative. The same report 
found, however, that saving into a pension was 
very uncommon, especially among minority 
ethnic groups.
A preference for informal savings rather than a 
savings vehicle:
A report from the Centre for Social Justice 
(CSJ)	finds,	using	sources	from	the	Financial	
Services Authority, the Money Advice Service, 
and the Institute for Fiscal Studies, that 
people’s savings habits are largely unrelated 
to	the	financial	incentives	of	savings	products,	
especially for low-income households for 
whom	these	benefits	are	typically	less	
substantial16. 
Therefore savings vehicles or products 
carry less emphasis than perhaps originally 
anticipated. This has implications for the 
design of savings and insurance products: 
what	matters	is	that	they	are	specifically	
tailored to the realities of life on a low income, 
rather	than	the	financial	benefit.	
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3 Potential barriers to save: external 
pressures and individual traits: 

17	 		Tily,	Geoff	(2016),	UK	real	wages	decline	of	over	10%	is	the	most	severe	in	the	OECD	(equal	to	Greece).	Available	here:	http://touchstoneblog.org.uk/2016/07/uk-real-wages-
decline-10-severe-oecd-equal-greece/ 

18	 		Hood,	Andrew	and	Tom	Water	(2017),	Living	Standards,	Poverty	and	Inequality	in	the	UK:	2016–17	to	2021–22.	Available	here:	https://www.ifs.org.uk/uploads/publications/
comms/R127.pdf 

19   Gibbons, Damon et al (2016), Improving the Financial Health of Low Income Groups. Available here: https://www.jpmorganchase.com/corporate/Corporate-Responsibility/
document/improving-financial-health-low-income-households.pdf 

20	 	TUC	(2016),	Britain	in	the	Red:	Why	we	need	action	to	help	over-indebted	households.	Available	here:	https://www.tuc.org.uk/sites/default/files/Britain-In-The-Red-2016.pdf 
21	 	A	tweet	from	Matthew	Whitaker,	chief	economist	at	the	Resolution	Foundation.	Available	here:	https://twitter.com/MattWhittakerRF/status/832210581012828160 

External Pressures
UK households face a large number of 
financial	pressures,	no	matter	their	income.	For	
example in 2016 the Resolution Foundation 
found that 57 per cent of the households it 
monitors have no savings at all, but that 43 per 
cent	would	like	to	save	at	least	£10	a	month	–	
if	they	could	afford	to	do	so.
In	this	section	we	look	specifically	at	the	
pressures faced by low income households. 
The decline in real wages in the UK since the 
pre-crisis peak has been found to be the most 
severe in the OECD, equal only to Greece. 
Snapshot research from the Trades Union 
Congress	(TUC)	finds	that	apart	from	Portugal,	
all other countries in the OECD saw more 
recent real wage increases17. 
According to the Institute of Fiscal Studies 
(IFS) weak earnings growth, coupled with 
changes	to	taxes	and	benefits,	will	lead	
to a rise in inequality by 2021-22. The IFS 
calculated that average household incomes 
will be 18 per cent lower in 2021-22 than 
expected in 2007-08. For example it means 
a childless couple would be about £5,900 a 
year	worse	off	than	they	might	otherwise	have	
been, rising to £8,300 for a couple with two 
young children18.
Weak earnings growth can often lead low 
income	families	to	borrowing	–	the	so-
called “sticking plaster” to the problem of 
wages	unable	to	compete	with	inflation	and	
the cost of living. Even where low income 
consumers have access to mainstream credit 
products, they have often found these to be 
unsuitable for their needs. Research by the 
Centre for Responsible Credit has found, for 
example, that Direct Debit payments do not 
currently cater for the volatility of income 
and expenditure which many low income 
households now routinely experience. 

“As	a	consequence”,	the	report	finds,	“low	
income consumers are often hit with additional 
fees and charges at the very time that they are 
under	the	greatest	financial	pressure”19.
Further research by the Centre for Responsible 
Credit, for the Trades Union Congress and 
Unison, found that two million households 
are	in	‘problem	debt’	–	defined	as	paying	out	
more than 25 per cent of their gross household 
income on unsecured debt repayments. They 
also found that many low-income households 
are under particularly severe pressure: of the 
1.6 million households in extreme problem 
debt, it is estimated that 1.2 million have a 
household income below £30,00020.
The problem caused by lagging wages, the 
rising cost of living and indebtedness become 
even more severe when factoring in the 
poverty premium - the additional costs that 
poorer families have to pay for essential goods 
and services (by virtue of things like area-
based insurance pricing, use of pre-payment 
meters for electricity, and access to credit 
limited to high cost credit). A snap analysis 
of	Office	for	National	Statistics	(ONS)	Family	
Spending data in 2017 by the Resolution 
Foundation revealed that as a share of total 
spending, lower income households allocate 
much more to essentials like housing/food 
(43 per cent) than higher income ones (29 per 
cent)21.
Researchers from Toynbee Hall carried out a 
study	of	their	own	debt	advice	clients	to	find	
that they paid an average of £324 per year 
through the poverty premium. The average 
amount of debt for clients participating in 
the research was £7,593 with median debt 
repayments £480 per year. Therefore a person 
paying £480 per year towards their £7,593 
debt	would	take	around	16	years	to	pay	off	
their debt. If they did not also have to pay the 
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poverty premium (of £324 per year) it would 
take only around 9 years22. 
Housing tenure itself can also give us an 
indication of the pressures that low income 
households face. Around one in ten private 
tenants has no transactional bank account, 
and the proportion of unbanked private 
tenants is highest amongst those on the 
lowest	incomes,	without	formal	qualifications,	
unable to work due to illness or disability, and 
in	receipt	of	income-related	benefits.	Research	
by the Personal Finance Research Centre has 
found that nearly 60 per cent of private tenants 
have no contents insurance and no savings 
account23. 
The Money Advice Service’s Financial 
Capability Survey, carried out between April 
and July 2015, conducted across the UK, 
revealed that social housing tenants are less 
likely to have savings and more likely than the 
general population to have lower skills and 
knowledge, lower access to the internet, and 
less	confidence	in	financial	products.	Private	
tenants are more likely to ‘live for today’ using 
credit, and disregard the need for savings24. 
For those seeking work, working a few hours, 
or	are	long-term	sick,	changes	to	the	benefit	
system are resulting in disruptive delays and 
service cuts. According to the IFS the coalition 
government had implemented changes to the 
benefit	system	that	meant	spending	in	2015–
16 was £16.7 billion (7 per cent) lower than it 
would	otherwise	have	been.	Real	terms	benefit	
spending, however, was forecast to be almost 
exactly	the	same	in	2015–16	as	it	was	in	2010–
11, at £220 billion. 
However the IFS also pointed out that most of 
the major structural changes, such as universal 
credit, have run into problems, and are yet 
to	be	delivered	–	indicating	that	operational	
changes to the welfare system may be having 
just as much an impact on households as 
reduced funding in the service. 
Cuts	to	housing	benefit	for	social	housing	
tenants (and the removal of the ‘spare room 
subsidy’, or ‘the bedroom tax’), and the 
household	benefits	cap	(which	limits	payments	

22	 		Lin,	Xia	et	al	(2016),	An	extra	7	years	before	I’m	debt	free:	The	effect	of	the	poverty	premium	on	debt	advice	service	users.	Available	here:	http://financialhealthexchange.org.
uk/wp-content/uploads/2017/01/Poverty-Premium-Research-Report.pdf 

23	 	Whyley,	Claire	et	al	(2013),	Helping	private	tenants	achieve	financial	inclusion.	Available	here:	http://www.nationwidefoundation.org.uk/SlicedBreadNwidereport.pdf 
24   Money Advice Service (2015), Financial Capability in the UK 2015 Initial results from the 2015 UK Financial Capability Survey. Available here: https://prismic-io.s3.amazonaws.

com/fincap-two%2Fd08746d1-e667-4c9e-84ad-8539ce5c62e0_mas_fincap_uk_survey_2015_aw.pdf 
25	 		Hood,	Andrew	and	David	Phillips	(2015),	Substantial	cuts	made,	but	biggest	changes	to	the	benefit	system	yet	to	come.	Available	here:	https://www.ifs.org.uk/

publications/7541 

for most non-working families to £26,000 a 
year), while not a concern for a huge number 
of	families,	will	hit	the	affected	families	very	
hard: just 27,000 families are subject to the 
welfare cap, but each will stand to lose £70 a 
week on average. 
Other cuts will have a bigger impact: a freeze 
on tax credits will result in a £3.9 billion saving. 
Cuts	to	private	sector	housing	benefit	(£1.8	
billion) are substantially larger than those 
affecting	social	sector	tenants	even	though	
a	majority	(60	per	cent)	of	housing	benefit	
expenditure goes to social housing tenants25.
There are consequences of welfare reform 
that can also potentially have direct impact 
on savings. Anyone wishing to claim a 
means-tested	benefit,	such	as	income-based	
Jobseeker’s Allowance (JSA) or Income 
Support, will not be able to if they have more 
than £16,000 in savings. Savings over £16,000 
usually mean you will not be able to get 
Housing	Benefit.	
Migration to Universal Credit lowers this 
savings bar further. If you have savings or 
capital between £6,000 and £16,000, this 
is	assumed	an	income	(the	so-called	tariff	
income). For every £250 of savings or capital 
you have over £6,000, it’s assumed this will 
give you an income of £1 a week. If you have 
savings or capital of over £16,000, you won’t 
be able to access Universal Credit. 
While	it	might	be	assumed	this	will	affect	
only relatively small numbers of low income 
households, research by the Money Advice 
Service found that one in four (23 per cent) 
adults in households earning less than £13,500 
have more than £1,000 in savings. 
Pressures faced by our segment groups
For	our	different	segment	groups,	we	have	
established a number of additional pressures 
they	face	more	specific	to	them.	By	doing	this	
we can map out the particular pressures that 
might impact on the ability for low income 
households to save money and increase their 
financial	resilience.	
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Single Parent families 
For single parent families, just by having 
children increases costs. MAS has found 
that having children increases the risk of 
indebtedness by a half and increases further 
with each child26. StepChange has found that 
around 1.4 million UK families with dependent 
children are currently in problem debt. In 
total, families with children are behind with 
payments of £4.8bn to service providers 
and creditors (including national and local 
government). Around 2.4 million dependent 
children live in these households, and an 
additional 2.9 million families with dependent 
children have struggled to pay their bills and 
credit commitments over the previous 12 
months, putting them on the edge of falling 
into problem debt27.
However MAS has also found that children are 
a	driver	for	improved	financial	capability	with	
sharper focus on planning ahead and longer-
term decision-making and also a clear demand 
on	household	finance28.
Among single parent families with low 
incomes, welfare changes are a particular 
worry. Analysis by Gingerbread and The 
Children’s Society has found that almost all 
2 million single parent households will be 
affected	by	the	introduction	of	universal	credit.	
They found that around 240,000 single parents 
under the age of 25 may lose around £780 
per year as a result of reductions in the level 
of their personal allowances under universal 
credit. 
Furthermore, 25,000 single parents will be 
affected	by	the	loss	of	the	severe	disability	
premium, which provides additional support 
for disabled adults living without another adult 
to assist them, losing up to £3,035 per year. 
Those who also lose the enhanced disability 
premium will lose a further £770 per year29. 

26   Money Advice Service (2016), A Picture of Over-Indebtedness. Available here: https://www.moneyadviceservice.org.uk/en/corporate/a-picture-of-over-indebtedness 
27   StepChange (2014), Money Advice Service Financial Capability Strategy for the UK: Comments from StepChange Debt Charity. Available here: https://www.stepchange.org/

Portals/0/documents/media/reports/StepChangeresponseNationalFinancialCapabilityStrategyconsultationOct2014.pdf 
28   Money Advice Service (2015), Milestones & Millstones. Available here: http://cms.moneyadviceservice.org.uk//system/comfy/cms/files/files/000/000/228/original/The_

Milestones_-_Parenthood.pdf 
29	 	G	ingerbread,	The	Children’s	Society	(2013),	Single	parents	and	universal	credit:	singled	out?	https://www.childrenssociety.org.uk/sites/default/files/tcs/u56/single_parents_

and_universal_credit_singled_out_final_0.pdf 
30   Hirsch, Donald (2013), Struggling to make ends meet Single parents and income adequacy under universal credit. Available here: http://www.gingerbread.org.uk/uploads/

media/28/8026.pdf 
31	 		Seven	out	of	the	10	interviewees	in	the	Advice	users	segment	are	either	Baby	Boomers	(aged	53-71)	or	Silent	Generation	(aged	72-92).	We	focus	in	this	section	on	the	older	

group. 
32   Age UK (2014), How we can end pensioner poverty. Available here: http://www.ageuk.org.uk/Documents/EN-GB/Campaigns/end-pensioner-poverty/how_we_can_end_

pensioner_poverty_campaign_report.pdf?dtrk=true 
33	 		Money	Advice	Service	(2016),	What	works?	A	review	of	the	evidence	on	financial	capability	interventions	and	older	people	in	retirement:	A	report	by	the	International	Longevity	

Centre. Available here: https://masassets.blob.core.windows.net/cms/files/000/000/471/original/What_works_OPIR_FINAL.pdf 

Research for Gingerbread by Donald Hirsch 
at the Centre for Research in Social Policy, 
Loughborough University, makes the point 
that childcare is one of the biggest expenses 
for single parents trying to make ends meet. 
According to surveys by Daycare Trust, 
childminder fees rose by about 50 per cent 
in London and 30 per cent outside London 
between 2008 and 201230.
Older population31 
There are approximately 1.6m pensioners living 
in poverty in the UK32. MAS, in a review of the 
evidence	on	financial	capability	interventions	
for older people, found that generally speaking 
older	people	have	lower	financial	literacy	but	
higher capability. 
In	studies	focusing	on	a	narrow	definition	of	
financial	literacy	(e.g.	a	grasp	of	the	essential	
aspects	of	risk	diversification,	asset	valuation,	
portfolio choice, and investment fees) older 
people consistently perform worse. However 
studies that embrace a broader concept of 
financial	capability	(having	the	knowledge	to	
manage	their	personal	finances,	and	to	be	able	
to	use	that	knowledge)	find	that	people	aged	
65 and over perform better than any other age 
group. 
In the same piece of work, MAS found that 
women over 75 have the greatest number 
of	financial	capability	issues;	they	tend	to	
live on low incomes, have the lowest skills 
and knowledge and are least likely to shop 
around33.
Adjustment to a lower income is something 
that particularly impacts older groups. Another 
of	MAS’	findings	in	their	review	of	evidence	
into	financial	capability	and	older	people	
is that while they generally manage money 
well day to day, and few struggle with bills or 
debts,	a	sizeable	minority	find	bills	a	burden.	
In particular, older people with a mortgage are 
more likely to be struggling.
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One 76-year-old man on a low income, 
featured in MAS’ qualitative research, saw his 
car insurance premium rise from £400 to £700 
per year (a 75 per cent increase) with what he 
felt was no explanation from his insurer. 
Research carried out for Age UK by the 
Centre for Research in Social Policy on living 
older life on a low income found that study 
participants worked incredibly hard to manage 
a budget and their resources carefully. They 
found that participants took pains to ensure 
that they met their household bills. However, 
they	had	to	make	sacrifices	to	do	so:	going	
without holidays, not going out, not replacing 
household goods, and drastic actions to 
reduce heating and energy costs.
One conclusion from the research made 
the point that having even small amounts of 
savings	could	also	make	a	real	difference	to	
being able to deal with emergency expenditure 
or in meeting more regular payments34.
Younger population 
Research carried out by the Resolution 
Foundation with the Intergenerational 
Commission put the main concerns for 
younger people (e.g. millennials, aged 
between 17-35 in 2017) in stark context:
“Average baby boomer incomes at age 55 
were £10,000 higher than among members 
of the silent generation at the same age. 
Average silent generation incomes were 
in turn £6,000 higher at age 55 than those 
recorded by the greatest generation. 
Both equate to generation-on-generation 
income growth rates of around 50 per 
cent. Improvements of a similar scale were 
evident among members of generation X at 
younger ages. This pattern has been a key 
measure of our progress as a nation. […] 
However, this generation-on-generation 
progress appears to have stalled in the 21st 
Century. […]By 2020-21, many millennial 
households will have reached their mid-
30s and yet might still be no better off than 
members of generation X were at the 
same age.35”

34   Hill, Katherine et al (2011), Living on a low income in later life – an overview. Available here: https://dspace.lboro.ac.uk/dspace-jspui/bitstream/2134/17212/1/Living_on_a_low_
income_full_report.pdf 

35   orlett, Adam (2017), As Time Goes By, Shifting incomes and inequality between and within generations. Available here: www.resolutionfoundation.org/app/uploads/2017/02/
IC-intra-gen.pdf 

36   Clarke, Stephen et al (2016) The housing headwind: The impact of rising housing costs on UK living standards. Available here: http://www.resolutionfoundation.org/app/
uploads/2016/06/The-Housing-Headwind.pdf 

37	 		H	alifax,	Generation	Rent:	Five	years	of	Generation	Rent:	Perceptions	of	the	first-time	buyer	housing	market	2015.	Available	here:	https://static.halifax.co.uk/assets/pdf/
mortgages/pdf/Generation-Rent-2015-Dont-stop-believing-full-report-7th-April-2015-Housing-Release.pdf 

38	 		Salary	Finance	and	Toynbee	Hall	(2016),	Millennials	are	broke	and	they	canʼt	fix	it	alone.	Available	here:	https://www.salaryfinance.com/wp-content/uploads/2017/01/
millennials.pdf. 

Average incomes of millennials not only drags 
behind previous generations, but the cost of 
living has gone up as well. Another study by 
the Resolution Foundation found that those 
born between 1981 and 2000 are likely to pay 
£53,000 in rent before they reach 30, whilst 
baby	boomers	–	those	born	between	1946	and	
1965	–	typically	spent	£9,00036.
The term ‘Generation Rent’ was coined 
to describe young people who, by virtue 
of	their	age	alone,	will	find	it	a	lot	more	
difficult	to	get	on	the	property	ladder	than	
previous generations. This becomes even 
harder for young people on low incomes. A 
study by Halifax found that the barriers to 
homeownership by young people were: 1) the 
deposit costs, 2) high property prices, and 3) 
earning a low income37. 
The biggest proportion of respondents viewing 
their income as a barrier were more likely to 
live in the South West (59 per cent) followed 
by the East Midlands (58 per cent). This was 
least likely to be cited as a barrier by those in 
London	(48	per	cent)	–	perhaps	because	no	
matter an individual’s income the prices of a 
property are so high. 
Another major concern for younger people 
today is access to credit. Research carried out 
by Salary Finance and Toynbee Hall in 2016 
found that millennials are almost 20 per cent 
more likely to have a poor or very poor credit 
score than Generation X and almost 60 per 
cent more likely than Baby Boomers. 
As	a	result	this	has	affected	millennials’	ability	
to	access	affordable	forms	of	credit.	This	
has resulted in millennials having taken out 
over 100 per cent more payday loans than 
Baby Boomers and 75 per cent more than 
Generation X38. This is an example where the 
poverty premium has a particular generational 
effect.	
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Combining our own qualitative research 
(see chapter 5) and a policy report literature 
review,	we	fi	nd	that	individuals	from	all	three	
segments of focus in this report are exposed 
to many external pressures (low incomes, 
unaff	ordable	housing	costs,	heavy	debt	
burdens, employment issues, welfare reform 
changes, the poverty premium, and childcare 
costs)	that	can	impact	upon	fi	nancial	resilience	
and therefore being able to put money aside 
as savings. 

However we have noted that each of the 
segments will be particularly exposed to 
some pressures over others: for single parent 
families it is childcare, for advice users 
(many of whom are Baby Boomers or Silent 
Generation) it is income (typically the drop in 
income from retirement), and for millennials it 
is	aff	ordable	housing	costs.	
While this may seem obvious, it will need to 
be factored into any potential solution for low 
income households regarding money saving 
and	fi	nancial	resilience.	

Financial support Likely solution Likely solution Likely solution

 Automated Universal Likely solution Likely solution Likely solution
Credit savings 

	 Widening	criteria	for Likely solution Likely solution Likely solution
Help to Save

 FinTech savings Inconclusive Unlikely solution Likely solution
solution 

 Re-channeling debt Inconclusive Unlikely solution Likely solution
 repayment behaviour    

 Saving auto- Inconclusive Unlikely solution Unlikely solution
enrolment 

Available solutions
 Single parent family Advice users segment Millennials segment
 segment

 Likely solution Likely solution Likely solution Likely solution Likely solution Likely solution Likely solution Likely solution Likely solution

 Likely solution Likely solution Likely solution

 Inconclusive Unlikely solution Likely solution Inconclusive Unlikely solution Likely solution Inconclusive Unlikely solution Likely solution

            

Likely solution Likely solution Likely solutionLikely solution Likely solution Likely solutionLikely solution Likely solution Likely solution

 Likely solution Likely solution Likely solution Likely solution Likely solution Likely solution Likely solution Likely solution Likely solution

 Inconclusive Unlikely solution Likely solution Inconclusive Unlikely solution Likely solution Inconclusive Unlikely solution Likely solution

Inconclusive Unlikely solution Likely solutionInconclusive Unlikely solution Likely solutionInconclusive Unlikely solution Likely solution
            

Likely solution Likely solution Likely solutionLikely solution Likely solution Likely solutionLikely solution Likely solution Likely solution

 Likely solution Likely solution Likely solution Likely solution Likely solution Likely solution Likely solution Likely solution Likely solution

Likely solution Likely solutionLikely solution Likely solutionLikely solution Likely solution

 Inconclusive Unlikely solution Likely solution Inconclusive Unlikely solution Likely solution Inconclusive Unlikely solution Likely solution

Inconclusive Unlikely solution Likely solutionInconclusive Unlikely solution Likely solutionInconclusive Unlikely solution Likely solution
            

Income High concern A particularly High concern
high concern

	 Aff	ordable High concern High concern A particularly
accomodation costs   high concern 

 Debt Inconclusive Lower concern High concern

 Employment High concern High concern High concern 

	 Welfare	reform	 High concern High concern High concern 

 Childcare A particularly Low concern Low concern
  high concern
 

Exposure to particular external pressures
 Single parent family Advice users segment Millennials segment
 segment

 High concern High concern  High concern High concern  High concern High concern 
accomodation costs   accomodation costs   

 Inconclusive Inconclusive Inconclusive

 High concern High concern High concern High concern High concern High concern High concern High concern High concern

 High concern High concern  High concern High concern  High concern High concern 
accomodation costs   accomodation costs   

 High concern High concern High concern High concern High concern High concern High concern High concern High concern

High concern High concern High concernHigh concern High concern High concernHigh concern High concern High concern

 High concern High concern High concern

Lower concern High concernLower concern High concernLower concern High concern

 High concern High concern High concern High concern High concern High concern High concern High concern High concern

High concern High concern High concernHigh concern High concern High concernHigh concern High concern High concern
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Behavioural tendencies
The Money Advice Service (MAS) has 
previously found that income is the biggest 
predictor of saving frequency: households 
with the lowest incomes (for MAS, earning 
below £13,500 per year) have the highest 
proportion of people who rarely or never save; 
whereas households with the highest incomes 
(above £35,000 per year) contain the highest 
proportion of people who save every month, 
with over half doing so. 
But is there something more than just income 
that determines ability to save? While MAS 
shows that income is the biggest predictor, one 
question we ask here is whether behaviour is 
also a predictor. 
An	individual	might	likely	find	they	experience	
during their lives a number of barriers that 
reduce, or prohibit entirely, their ability to save 
money for a period of time. This may have to 
do with a number of issues relating to their 
financial	situation,	but	can	also	be	compounded	
by other factors, too. 
For example there are a number of concepts 
used	within	behavioural	science	–	the	combined	
fields	of	social	psychology	and	behavioural	
economics39	–	that	may	be	useful	when	looking	
at	savings	behaviour	specifically,	but	financial	
behaviours more generally. 
Researchers at the Royal Society of Arts, for 
example, described six behavioural hurdles that 
could	have	an	impact	on	financial	capability	
and,	more	specifically,	savings	behaviour	in	
certain individuals:
•  Cognitive overload: having a lot on your 

mind impairs decision-making and can tend 
to result in the simplest, but not necessarily 
most lucrative, option being selected or 
course of action taken. 

•  Empathy gaps: overlooking how you might 
feel	in	a	different	situation	can	result	in	
unnecessary purchases, such as when 
shopping for food on an empty stomach.

• 	Optimism	and	overconfidence:	wearing	rose-
tinted	glasses	can	affect	money	management	
through unrealistic expectations about the 
future.

39   Gandy, Kizzy et al (2016), Poverty and decision-making How behavioural science can improve opportunity in the UK. Available here: http://38r8om2xjhhl25mw24492dir.
wpengine.netdna-cdn.com/wp-content/uploads/2017/02/JRF-poverty-and-decision-making.pdf 

40	 		Spencer,	Nathalie	et	al	(2015),	Wired	for	Imprudence:	Behavioural	hurdles	to	financial	capability	and	challenges	for	financial	education,	https://www.thersa.org/globalassets/
pdfs/reports/rsa_wired_for_imprudence.pdf  

41   Drawn from Gandy, Kizzy et al (2016), Poverty and decision-making: How behavioural science can improve opportunity in the UK, http://38r8om2xjhhl25mw24492dir.
wpengine.netdna-cdn.com/wp-content/uploads/2017/02/JRF-poverty-and-decision-making.pdf 

• 	Instant	gratification:	seeking	instant	
gratification	can	undermine	long-term	
planning and savings.

•  Harmful habits: mindless behaviour can 
amplify	a	poor	financial	decision	as	it	
becomes a recurring event.

• 	Social	norms:	the	actions	of	others	influence	
us in non-trivial ways; while this can be 
helpful in certain circumstances, it also 
contributes to the pressure to keep up 
with the Joneses through conspicuous 
consumption.40

Other	definitions41 from behavioural psychology 
can help us approach barriers to saving. We 
assess their potential application here:
•  Anchoring (Using an initial piece of 

information to make subsequent judgments, 
even when the initial piece of information is 
irrelevant or arbitrary): for example reaching a 
particular savings target and feeling like you 
don’t have to save any more, even if you can. 

•  Bandwidth (Cognitive resources - working 
memory and executive control - that allow 
us to reason, to focus, to learn new ideas, 
to make creative leaps and to resist our 
immediate impulses): for example having 
low bandwidth, in times of particular stress, 
financial	or	non-financial,	that	impedes	our	
overall ability to proactively put money aside 
for savings. 

• 	Framing	effects	(The	effect	that	the	way	a	
choice is presented has on an individual’s 
decision-making): for example if having 
savings is framed primarily as a way of 
preparing for an emergency which we’d 
rather not think about, this might have an 
effect	on	our	ability	or	willingness	to	save	
money. 

•   Friction costs (Seemingly irrelevant details 
that	impose	a	small	effort	cost	to	perform	a	
behaviour but disproportionately discourage 
action): for example the feeling that one has 
far too many other commitments to be able 
to put money aside, even if strictly speaking 
that individual has enough that they could 
put away as savings. This concept has 
most commonly been utilised by savings 
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providers: if you add levels of friction 
individuals are seemingly less likely to think 
of savings in the same way they think of 
disposable cash. 

•  Locus of control (A person’s perception of 
their	control	over	events	that	affect	them):	for	
example this may lead someone to believe 
that they can exert control of a situation 
that, to someone else, would otherwise be 
alleviated by having savings. It might also 
lead someone to defer responsibility over 
things	they	feel	are	outside	of	their	control	–	
as long as they behave in a way they feel to 
be correct. 

•  Loss aversion (People strongly prefer to 
avoid losses than acquire gains of an 
equivalent amount): for example this may 
lead to someone having a preference 
for spending money and experiencing 
gratification	in	consumption	rather	than	
wishing	to	defer	that	gratification	and	saving	
money. 

•  Present bias (The tendency to place 
greater value on immediate rewards and 
discount those in the future): for example 
this may lead to someone preferring not 
to	defer	gratification	and	spending	less	
in order to save money for the future, in 
favour	of	spending	towards	gratification	
in consumption today. In a review of the 
evidence, The Behavioural Insights Team 
found that there “is little evidence on whether 
low-income groups in the UK are more likely 
to	suffer	from	present	bias.”42

• 	Self-efficacy	(An	individual’s	belief	in	their	
own abilities to complete a task, achieve a 
goal or overcome an obstacle): for example 
this may lead someone to believe that won’t 
need	to	plan	for	a	savings	buffer	because	
any given unexpected circumstance, or 
income shock, they will be able to weather 
when/if that time comes. This feeling might 
be coupled with someone “burying their 
head in the sand” about certain situations, 
particularly about spending money without a 
budget versus planning ahead. 

•  Status quo bias (The preference towards 
maintaining	the	current	state	of	affairs,	
whether that be through avoiding behaviours 
that could alter the status quo, favouring 

42  Ibid (p.27)
43	 	“Save	the	Change:	makes	saving	so	easy	you’ll	forget	you’re	doing	it”:	https://www.lloydsbank.com/savings/save-the-change.asp 

decisions that sustain it, or doing nothing): 
for	example	this	may	lead	someone	to	find	
it hard to accept that their current state 
of	affairs,	if	it	is	relatively	manageable,	
could change, and risks that person 
finding	it	difficult	to	prepare	for	situations	
or circumstances that alter that state of 
affairs.	This	may	be	particularly	problematic	
for people who don’t like to think of “rainy 
days” and who, for that reason, prefer not 
to	save	for	the	future,	or	find	saving	to	avoid	
a negative situation/circumstance itself 
demotivating. 

In	more	recent	times,	financial	services	
providers (particularly savings product 
providers) and government policymakers have 
been interested in trying to use some of these 
behavioural traits to advantageous ends, rather 
than simply as a way of explaining why certain 
“human behaviours” can lead to negative 
outcomes. 
For example, ‘friction costs’ have been re-
purposed to add a layer of complexity for 
people trying to access savings they have 
built up over time. The purpose is to take the 
convenience out of contingency savings in a 
way that can promote longer term savings. 
Similarly, in the knowledge that some people 
will	find	the	deferred	gratification,	or	‘loss	
aversion’,	involved	in	saving	money	difficult,	
providers have responded by creating a way 
that conveniently makes the act of ‘saving’ a 
part of a spending habit, for example the Save 
the Change option every time you spend via a 
Lloyds Bank Visa debit card43. 
What we learn primarily from these behavioural 
insights into what shapes and determines 
people’s behaviour is that we are all generally 
prone to certain behavioural types under 
particular situations, no matter an individual’s 
financial	situation.	
The tendency towards, for example, present 
bias	(an	aversion	towards	deferred	gratification)	
is not unique to one household income level. 
The	difference,	however,	is	the	frequency	
with which people on particular income levels 
experience	financial	situations	that	affect	their	
behaviour (a subject we talk about in chapter 
four). Financial situations that cause ‘cognitive 
overload’ (such as pressure to pay multiple 
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outstanding	debts)	are	more	likely	to	affect	
low income households: but that makes it no 
less likely that someone on a higher income 
experiencing ‘cognitive overload’ would act any 
differently	as	a	result.	
Where savings is not the appropriate thing to do
A	final	barrier	to	saving	might	seem	counter-
intuitive	at	first:	sometimes	the	particular	
situation	an	individual	finds	themselves	in	
should prohibit saving. In other words, there are 
times when it is not appropriate to save money. 
These are two examples from our qualitative 
evidence that illustrate where this might 
happen:

“If a set amount of money was taken from 
me at particular periods I wouldn’t be able 
to do it because I don’t know during the 
month how much I have. Instead I record 
my spending every day.” 
(Karin, 62, unemployed and homeless) 

“I never have enough to save. Before I 
used to look at my bills, think what I had 
to pay and set aside a little for something I 
wanted that I had my eye on. Now there is 
no spare money. I’m paying different bills 
at different times. If they were to ask for all 
their money on the same day I’d 
be ruined”.
(Jean, 65, unemployed – during a focus group). 

MAS carried out a survey of UK households 
in 2015 and found that one in 10 people, or 
5 million British adults, have less than £10 
a month left over once they have paid their 
essential bills44. It would be reasonable to 
recommend to someone in this situation that 
they look at what they are spending, to see if 
they can make any cost reductions. 
However	depending	on	the	specifics	of	their	
situation, it is very unlikely that saving money is 
going	to	be	beneficial	if	£10	is	all	that’s	left	after	
essentials, particularly if putting aside money in 
savings is going to lead that person to borrow 
later down the line. 

44	 		Webb,	Andy,	Only	£10	left	–	the	disposable	income	of	one	in	ten	Brits,	March	09,	2015.	Available	here:	https://www.moneyadviceservice.org.uk/blog/only-10-left-the-
disposable-income-of-one-in-ten-brits 

45  Contextual cues in the environment that signal a person that an action or event may occur. It can also be a signal that the person needs to respond in particular ways.
46	 		Department	for	Work	and	Pension	(2013),	Enabling	and	encouraging	saving:	the	evidence	around	pension	reform	and	saving.	Available	here:	https://www.gov.uk/government/

uploads/system/uploads/attachment_data/file/223061/enabling_and_encouraging_saving.pdf 

This has the real potential to be a problem 
for people who are particularly wedded to 
saving money, either because they see saving 
as	a	personal	reward	for	their	own	financial	
prudence, or because they were taught from 
an early age to save and by not saving this is 
subsequently internalised as self-defeat. 
On this point, behavioural psychological 
research	has	reflected	on	‘situational	cues’45 
as a way of encouraging healthy behaviours. 
Lally and Gardner (2011) for example discuss 
‘implementation intentions’, which are the ways 
in which we are motivated to do something 
that can be prompted by “heightening the 
accessibility of the chosen situational cue 
in memory, and forging a cue-response 
association that is activated when the cue is 
encountered.” 
In other words if we increase the number of 
things in our lives that remind us of the need to 
save money, for example spending money as a 
‘cue’, then this should increase this behaviour. 
One potential risk, however, is that when we 
have increased the number of ‘cues’, then this 
starts to interfere with our capacity to know 
when it is appropriate or inappropriate to save 
money.
That said, it’s very reasonable to assume 
that low income individuals are a lot more 
sophisticated and aware of their personal 
finances	to	choose	saving	money	over	falling	
into destitution. For example it’s important to 
note	the	findings	of	a	report	by	the	Department	
for Work and Pensions (DWP) looking at 
enabling and encouraging savings, where 
participants of a survey were asked about their 
attitudes to pensions and long-term savings: 
the main reason for not saving (59 per cent) was 
that	they	could	not	afford	extra	contributions	
towards them, while 19 per cent said that it is 
too far in the future to think about, 13 per cent 
were not interested in it and 11 per cent said 
that they do not know enough about it46. 
What is more likely is that those individuals 
are made to feel like they are making a wrong 
decision by not saving money. 
Although many of us know this instinctively, it 
remains very hard to communicate: there are 
times when it wouldn’t be right to encourage 
someone to save money. 
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4	Savings	behaviour	and	financial	
resilience: a literature review
Motivations to save
For this research we carried out a literature 
review of a number of academic papers, 
many from the US, discussing the motivation 
to save generally, and in particular by low 
income families. Some of the themes include 
loss aversion being a motivator for savings 
(as opposed to where loss aversion is more 
commonly seen as the reason for why some 
people don’t save), why too many goals 
can be demotivating, parental allowances 
being	a	good	influence	on	children’s	savings	
behaviours, and why accessing peers’ savings 
information can be demotivating for some 
people. 
We looked at research on savings behaviour 
more broadly (across all income levels). 
Engelhardt (1996) for example notes in 
his study of homeowners in the US that 
a cause of saving behaviour by some 
homeowners was the knowledge that they 
were experiencing housing capital losses. 
Households that experienced housing capital 
gains did not change their savings behaviour. 
The wider and more relevant assertion of this 
paper is that savings behaviour can occur 
when an individual anticipates the likelihood 
of	financial	loss	in	the	future.	This	type	of	
behaviour might inform what we call in this 
research a safety-net saver. 
A study by Soman et al (2011) found that by 
having multiple savings goals will result in 
certain	trade-offs	by	an	individual	between	
competing goals, and therefore increase the 
likelihood that people remain in what the 
authors calls a “deliberative mindset” which 
increases the risk of demotivation to save. 
In contrast, the authors propose and 
demonstrate that a single goal evokes a 
stronger “implementation intention”, which 
in	turn	has	a	greater	chance	of	influencing	
behaviour change. Furthermore, they show 
that the advantages of a single goal over 
multiple goals on saving are increased when 
that goal is easier to implement, or when the 
multiple savings goals are integrated rather 
than competing among themselves.

Using the 1998-2007 Survey of Consumer 
Finances datasets from the US, Min Lee 
(2012) found six savings goals that people 
were most likely to identify: saving for basic 
needs, saving for emergency and safety, 
saving for retirement and security, saving for 
love/family needs, saving for esteem/luxuries, 
and saving for self-growth. 
The retirement/security goal was the most 
frequently cited goal and the one most likely 
get people to save more money proportionally 
from their incomes, followed by the 
emergency/saving goal. 
Brown and Taylor (2011) aimed to explore 
whether an intergenerational link exists 
between the saving behaviour of parents 
and their children as well as to explore the 
influences	on	the	saving	behaviour	of	children	
more generally. 
Their	findings	suggest	that	parental	
allowances/pocket money exert a moderate 
influence	on	the	probability	that	a	child	
will save, whilst hours of paid work in the 
home undertaken by the child are positively 
associated with the probability that a child 
will save. However the saving behaviour of 
parents	does	not	appear	to	influence	the	
saving	behaviour	of	their	offspring.	In	contrast,	
financial	optimism	on	the	part	of	parents	
appeared to lower the probability that their 
children will save.
Karlan	et	al	(2010),	through	field	experiments	
with	three	different	banks,	found	that	reminder	
messages increase commitment attainment 
for clients who recently opened commitment 
savings accounts. Their theory illustrates that 
reminder	effects	on	saving	are	consistent	
with consumers being relatively inattentive 
to what they call future “exceptional” 
(meaning infrequent, and often relatively large) 
expenses. 
Also, reminders can increase saving by 
making these future expenses more salient: 
bringing them to “top of mind.” This is 
similar	to	findings	from	our	own	qualitative	
analysis where prompts and reminders are 
seen positively as a way to help people save 
(particularly among the millennial segment). 
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Focusing	specifically	on	low	income	savings	
behaviours, Beshears et al (2015) look at 
the	effects	of	peer	information	and	whether	
this can encourage savers. They found that 
exposure to information about the actions 
of peers can generate a negative reaction: 
in other words some people become 
demotivated by saving. 
The research focuses on employees enrolled 
onto the 401(k) plan (a US retirement savings 
plan sponsored by an employer). Among 
employees not enrolled in the plan they found 
the presence of peer information, including the 
amount	they	had	saved,	put	people	off,	rather	
than encouraged them to save through peer 
pressure. 
They found this was particularly the case 
among low income employees. Therefore 
they contend that peer information has made 
these employees less likely to increase their 
savings because they were discouraged by 
the reminder of their low economic status. 
Kempson and Finney (2009) looked at the 
savings behaviour of low income households 
in the UK. They found three savings types: 
rainy day, instrumental, and passive savers. 
Furthermore, they found that rainy day savers 
were the most committed types of savers, and 
their approach normally starts in childhood 
and becomes a self-reinforcing habit 
throughout	adulthood.	Instrumental	savers	–	
who	represent	a	large	and	diverse	group	–	find	
it	difficult	to	save	without	a	specific	goal	in	
mind and consequently cycle through phases 
of saving and spending. Many non-savers 
become instrumental savers with time.
Crossley et al (2012) looked at the key reasons 
for why people make savings decisions 
and what works to encourage them by 
external organisations (such as banks, for 
example).	Their	findings	show	that	low	income	
households respond positively to the idea 
of saving products that restrict immediate 
accesses to savings or incentivise them not to 
make withdrawals, but which do not prevent 
access in an emergency. Where people are 
saving money for a particular purpose (such 
as a Christmas), they prefer restricted access 
so that they cannot access their money at all 
until a pre-determined date. 

47   Dolphin, Tony (2011), Designing a Life-Course Savings Account How to help low-to-middle income families save more, ippr. Available here: http://www.ippr.org/files/images/
media/files/publication/2011/05/Lifecourse%20Savings%20Accounts%20Apr2011_1839.pdf?noredirect=1 

What this research doesn’t describe, however, 
is how often low income households have 
to resort to borrowing as a consequence of 
restricting access to savings. So while this 
might provide evidence for growing savings, 
we don’t get a sense of how resilient those 
individuals become over time. 
When comparing low income households with 
higher earners, Huggett and Ventura (1999) 
found that consistent and stable earnings 
differences	across	households,	together	with	
the structure of the US social security system, 
made it more likely that higher earners were 
able to save more of their income than lower 
earners.  
Are higher income savers different to low 
income savers?
There is a relatively substantial amount of 
research carried out comparing the amount of 
savings held by households in the UK across 
all	income	ranges.	It	is	no	surprise	to	find	
that higher income groups save more than 
lower income groups. Though there is far less 
research looking at the comparability of what 
motivates both groups. 
In other words, is it only because higher 
income households have more to save that 
they do so, or is this something to do with 
levels	of	financial	capability	that	differentiates	
both groups?
As previously mentioned in this report, 
MAS has found that household income is 
the biggest predictor of saving frequency: 
households with the lowest incomes have 
the highest proportion of people who rarely 
or never save, whereas households with 
the highest incomes contain the highest 
proportion of people who save every month. 
The reasons for this may be obvious, to do 
with what proportion an individual can spare 
for savings. Qualitative research by ippr found 
that	because	of	food	and	fuel	inflation,	certain	
households were spending a larger proportion 
of their income on essentials which was 
having an impact on savings levels47.  
Research by the Social Market Foundation 
notes that as well as those on lower incomes 
tending to spend a greater proportion of their 
income on essential goods, they also tend 
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to spend (rather than save) a much greater 
proportion of their total income than richer 
households48. 
The Institute for Fiscal Studies has previously 
estimated that when looking at total household 
expenditure	on	12	different	categories	(food,	
alcohol and tobacco, water, household goods 
and services, personal goods and services, 
public transport fares, catering/takeaways), 
households in the highest income decile spent 
around 50 per cent of their income on these 
things, whilst those in the lowest income 
decile spent around 140 per cent49.
Unfortunately there is less research comparing 
the	motivation	differences	between	income	
groups. In the US, Davis and Schumm 
found that associations between satisfaction 
with	savings	and	level	of	savings	differed	
substantially between low- and high-income 
couples.	This	means	a	marked	difference	
between how much a household had in 
savings	and	how	satisfied	they	were	with	
that	amount	in	savings	differed	according	to	
income50. Like the ippr research, satisfaction 
levels may be linked with how many 
households wanted to save money but 
couldn’t. 
Davis and Schumm also found that below 
a threshold level of income of $9,000, it 
appeared that low income households 
simply	could	not	afford	to	save	very	much	of	
their limited incomes. Above that apparent 
threshold level, savings rose very rapidly with 
income.
StepChange, using ONS Wealth and Assets 
Survey	data,	has	previously	identified	two	
distinct sets of socio-economic groups, one 
based upon whether the household has 
any cash savings and the other based upon 
whether the household has at least £1000 of 
cash savings. Their analysis determines the 
key characteristics of the households within 
each group and not only indicates that the 
more	affluent	groups	tend	to	be	more	likely	
to have savings (as you would expect) but 
quantifies	the	different	levels	of	saving	for	
each group. 

48   Richards, Ben (2015), Bargaining on a low income: A better deal for consumers, Social Market Foundation. Available here: http://www.smf.co.uk/wp-content/
uploads/2015/02/Social-Market-FoundationSocial-Market-Foundation-Publication-Bargaining-on-a-low-income-A-better-deal-for-consumers-FINAL-Embargoed-250215-0001.pdf 

49	 		Levell,	Peter	and	Zoe	Oldfield	(2011),	The	spending	patterns	and	inflation	experience	of	low-income	households	over	the	past	decade,	IFS.	Available	here:	https://www.ifs.org.
uk/publications/5606 

50	 		David,	Elisabeth,	and	Walter	Schumm	(1987),	Savings	Behavior	And	Satisfaction	With	Savings:	A	Comparison	Of	Low-	And	High-Income	Groups,	Family	and	Consumer	
Sciences, http://onlinelibrary.wiley.com/doi/10.1177/1077727X8701500405/abstract 

51  StepChange (2015), Socio-economic Groups and Saving. Available here: https://www.stepchange.org/Portals/0/documents/Reports/SocioEconomicGroupsAndSaving.pdf 
52	 		Money	Advice	Service,	Press	release:	Low	savings	levels	put	millions	at	financial	risk,	29	September,	2016.	Available	here:	https://www.moneyadviceservice.org.uk/en/

corporate/press-release-low-savings-levels-put-millions-at-financial-risk 

What’s striking about StepChange’s 
research	is	the	finding	that	all	income	
groups demonstrate similar traits (including, 
for example, a tendency towards what 
behavioural psychologists call ‘present bias’). 
For example all of the groups had more 
households saying that they would prefer to 
receive £1,000 today than £1100 next year, 
but	there	is	a	gentle	trend	with	the	less	affluent	
groups tending to express this preference 
more	frequently	than	the	more	affluent	groups.	
Most people participating in the study believe 
they were very organised when it came to 
managing money day to day and there is little 
difference	between	the	groups	with	at	least	80	
per cent in each group agreeing that they are 
very organised51. 
For this research report we interviewed 
Frances Salter from Moneybox, a savings and 
investment app for millennials. 50 per cent of 
their customers are under 30 and only eight 
per cent have incomes below £30,000 per 
annum. 
About Moneybox, Salter told us:
“One of the barriers to people deciding to 
invest is you have to have a substantial 
amount to get started. For those less 
familiar with investment, not much about 
options, experimenting with small amounts, 
is an easy way to see if it is a good solution 
for their need. The risk of investments of 
going down as well as up means you have 
to be in it mid for long term.”
Though it would be unwise to draw too 
much from this statement directly related 
to	comparing	different	income	groups,	
it’s	interesting	to	find	that	for	those	higher	
income groups less familiar with investing 
experimenting with small amounts is seen as 
an appropriate gateway. This is reminiscent 
of Money Advice Service’s advice for new low 
income savers: to start small52.
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Financial resilience: what works?
Knowing what motivates people to save, in 
particular those on low incomes, is one thing, 
but	how	can	the	work	of	financial	support	
and/or coaching programmes harness that 
knowledge? For this research we carried out 
a	brief	literature	review	of	five	evaluations	for	
existing	or	past	financial	education/capability/
resilience	programmes,	relating	to	different	
groups,	in	order	to	establish	the	different	ways	
of measuring their success. 
The following review raises a number of key 
topics, including savings growth as a result of 
enrolling on an education programme, money 
skills and its positive impact on young people’s 
financial	capability,	overpaying	on	debts	can	
formulate more positive behaviour, and the 
difficulty	in	measuring	positive	impact	among	
a group of programme participants who may 
already have a proclivity to save anyway. 
Clancy et al (2001) looked at low income 
savers in the United States after an 
intervention providing tax breaks, savings 
matches	and	compulsory	financial	education.	
Their evaluation found that after adjusting 
for self-selection (taking into consideration 
responses are based on the attitudes of 
participants themselves), savings in the 
Individual Development Accounts (IDAs - 
matched savings accounts designed to help 
the US working poor save for a home or 
other assets) increased at the same time as 
participation	in	more	financial	education.	
People	with	one	to	six	hours	of	financial	
education averaged $20.38 in average monthly 
net deposits (AMND), while those with seven 
to twelve hours averaged $32.55. For people 
with	zero	hours	of	financial	education	the	
figure	was	$8.01	AMND.	
The	financial	education	programmes	
composed group sessions, individual sessions 
and looked at ways of dealing with unexpected 
costs and money saving. What we know 
less about is a) what about the particular 
programmes helped people to save more in 
deposits (or whether the group were more 
likely to do that anyway), and b) whether it 
increased savings over a long term.
An evaluation report (2013) looking at the 
Barclays Money Skills for disadvantaged 
young people, assessed the perception of 
financial	confidence	among	young	people	

53	 		5,000	NEETs	trained	as	Barclays	Money	Skills	‘champions’,	so	that	they	can	share	basic	financial	skills	and	knowledge	with	100,000	of	their	peers.	Support	workers	are	on	
hand to develop and deliver lessons and activities.

and	how	they	felt	after	a	course	of	financial	
education. 
Through the ‘champions’ programme53 young 
people	were	given	the	confidence	to	share	
their	skills	with	their	peers	in	financial	literacy	
sessions. They received over 16 hours training 
from their support worker, and used the 
Barclays Money Skills ‘champions’ toolkit to 
develop their communication and leadership 
skills	as	well	as	their	own	financial	capability.	
The	findings	show	that	the	young	people	
trained as ‘champions’ were immediately 
demonstrating	greater	financial	capability:	85.7	
per cent of ‘champions’ said they were saving 
for the future after taking part, compared to 
47.4 per cent before the programme, and 76.2 
per cent said they were now saving at least £5 
per month, compared to 23.7 per cent before 
the programme.
What	we	don’t	find	is	whether	the	‘champions’	
programme helped young people to cope 
in	difficult	situations	–	in	relation	to	what	
we	establish	in	this	report	as	the	difference	
between obtaining knowledge and knowing 
how to use it in pressured situations. 
In 2017 the Fairbanking Foundation published 
a snapshot evaluation of their Save While You 
Borrow (SAYB) scheme, which is a creative 
way in which to help low income credit union 
members save money through debt re/over-
payment. 
The evaluation notes that participants in the 
scheme	find	four	aspects	of	the	approach	
helpful: its being easy, the savings providing 
security, the lump sum at the end of the loan 
and the sense of achievement. 
A series of surveys were completed by all 
participants in the scheme: 26 per cent 
of participants in the surveys were saving 
regularly before they took out the loan or 
joined the credit union and the experience 
of SAYB lead to 71 per cent now having 
the realistic expectation that they will save 
throughout the year (in other words 45 per cent 
of participants expect to become new regular 
savers).
An evaluation by the American Association 
of Retired Persons (AARP) of training classes 
for approximately 2,775 people aged 50 years 
and over in the US, among 11 organisations 
nationwide,	found	there	was	a	significant	drop	
in those reporting spending more than their 
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income, from 21 per cent to 14 per cent after 
6 months. Six in ten were saving the same or 
more compared to three months earlier versus 
only four in ten before the training. 
At intervals between 0-3 months, then 3-6 
months AARP reviewed what they called 
“positive” behaviours and “negative” 
behaviours, based on both self-reported data 
and objective data, including use of credit card 
statements, loan statements and the number 
of savings deposits were made. 
The	Finances	50+	programme	offered	people	
the opportunity to take part in three 90 minute 
classes over the period of three weeks. Nearly 
half of those on the course had less than 
$10,000 in retirement savings, nearly two-
thirds had less than $10,000 in non-retirement 
savings, and two thirds had incomes under 
$35,000. 
Finally,	Lusardi	(2008)	reflects	on	a	variety	
of studies looking at the long term impact of 
financial	education,	including	with	saving,	for	
those that attend retirement seminars. She 
mentions some important factors in how to 
evaluate a programme with self-selecting 
participants, namely that because attendance 
is voluntary, it is likely that those who attend 
have a proclivity to save and it is hard to 
disentangle whether it is the seminars, per 
se, or simply the characteristics of seminar 
attendees that explain the higher savings 
shown in the empirical estimates. 
The	effectiveness	of	financial	education	
programmes has been measured with respect 
to	specific	outcomes,	such	as	increased	
saving or participation in pensions, but there 
are other potential— though less easy to 
measure—outcomes, such as avoiding being 
taken	advantage	of	and	confidence	in	making	
financial	decisions.
Financial resilience: knowledge and 
application
Because	we	know	people’s	financial	
situations, to some degree, determine the 
way an individual might behave in response, 
in	order	to	have	an	effective	financial	support	
programme there must be the understanding 
that	having	financial	knowledge	isn’t	
necessarily the same as being able to use 
that knowledge under a particularly highly 
pressured situation (such as needing money to 

54	 		Vik,	Dr	Pal	et	al	(2016),	An	independent	evaluation	of	the	Community	Money	Mentors	programme	Year	1,	University	of	Salford.	Available	here:	http://www.toynbeehall.org.uk/
data/files/Research_and_Evaluation/Community_Money_Mentors_Annual_Evaluation_Report_2016_Final_-_DEC16.pdf 

55	 		Money	Advice	Service,	Press	Release:	Standard	Financial	Statement,	Wednesday	27th	July	2016.	Available	here:	https://www.moneyadviceservice.org.uk/en/corporate/
pressrelease-standard-financial-statement 

pay down debts when already in arrears). 
To that end, the Money Mentors programme 
at Toynbee Hall seeks to increase not only 
knowledge,	but	also	financial	skills	and	
confidence.	This	reduces	the	chance	of	
not knowing what to do in highly pressured 
situations. 
In an evaluation by the University of Salford of 
the Money Mentors programme, the following 
results were recorded:
•  Increased knowledge: The mentors taking 

part in the focus groups reported acquire 
new knowledge on a range of topics, 
including priority and non-priority debts, 
prioritising spending and online shopping. 

•  Improved money management skills: The 
proportion of Money Mentors reporting 
being okay or very good at managing their 
money more than doubled from 43% to 
94%. Related to this, the propensity to 
do weekly/monthly budgeting (from 57% 
to 83%) and to plan ahead (49% to 77%) 
increased too. 

•  Enhanced savings habit: Just over half of 
the sample reported having saved money by 
changing	payment	method,	tariff,	supplier	or	
borrowing. 

• 	Increased	confidence:	They	reported	being	
more aware of their rights as consumers 
and opportunities to switch. Many had 
challenged existing service providers to 
lower	their	offer	or	had	switched	provider54.

While any programme of this nature will 
recognise that some circumstances are so 
complex	that	all	the	financial	knowledge	in	
the world will not be enough, what they can 
do	is	give	individuals	enough	confidence	and	
awareness of their rights as consumers to be 
able to defend themselves. 
Finally,	knowing	the	difference	between	
‘knowledge’ and being able to use that 
‘knowledge’ will be particularly important for 
debt advice organisations in the future as the 
Standard Financial Statement, which went 
live on March 1st,	2017,	marking	the	first	time	
that all major debt advice providers, creditors, 
and other debt bodies will use the same 
format to assess income and expenditure 
for over-indebted people, now includes a 
savings	category	to	help	people	build	financial	
resilience while repaying their debts55. 
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5	Findings	from	the	field	work

56  The leading charity working with single parent families: https://gingerbread.org.uk/ 
57	 	A	charity	delivering	financial	education	and	enterprise	workshops	directly	to	11-25	years	olds	in	schools	and	youth	organisations:	http://mybnk.org/ 

In this section we provide an analysis of the 
interviews carried out with 24 participants 
(Stage 1), from a varied UK geographical 
spread, over the course of November 2016 
until February 2017. We have segmented the 
analysis into three parts: 1) the single parent 
segment (21-50); 2) the advice users segment 
(41-80) and 3) the millennials segment (20-30). 
We also provide case studies of six willing 
participants (Stage 2) who used a spending 
diary between January 2017 and February 
2017. We also held two focus groups with 
a combined total of 13 people (Stage 3). All 
participants had either a personal income of 
£17,500 per annum or less, or a combined 
household income of £35,000 or less. 
Toynbee Hall worked with two partners in order 
to reach our target groups: those organisations 
were Gingerbread56 and MyBnk57. 
A new typology of low income saver: 
Drawing on both the literature review and 
the qualitative research, Toynbee Hall has 
created a typology of low income savers that 
encompasses both motivations and methods. 
As demonstrated throughout the rest of this 
report, individuals can be a combination of 
these saver types:
The Spend-Saver: This type of saver will 
not likely have a savings product, but will be 
budgeting and spending in such a way that 
means they have more money for the near 
future in case any surprise costs should hit 
them. 
The reward-treat saver (typically short 
term): This	type	of	saver	has	specific	short	
term goals that help them put money aside. 
They help this process because the goal 
will be something that’s rewarding for the 
individual: a holiday or a shopping trip. The 
reward-treat, however, does not have to be 
for the individual, but might be for their family/
children. Evidence suggesting goals can 
motivate people to save also tends to say 
that it helps those same people save more 
frequently. 

Safety net saver (typically short-medium 
term): This type of saver doesn’t necessarily 
need a reward for the saving, but are more 
acutely aware of the need to save money in 
case something negative should happen: 
the washing machine or car breaks down, or 
funeral costs. It’s important to note that a short 
term goal saver who is primarily motivated 
to	save	for	reward-treat	will	most	likely	find	
saving demotivating if it is only associated with 
a “negative” future cost (“negative” because 
the saving is being done for something that the 
individual does not want to happen). 
Life goal saver: This type of saver is 
motivated to save for the home, for a family or 
for a comfortable older age, in-keeping with 
the savings initiatives most likely found at a 
government policy level. This type of saver, in 
the right circumstances, could be well served 
with an existing savings product or initiative 
(workplace scheme, ISA product etc). Despite 
the possible implications of the name, this 
type of saver does not necessarily have to be 
a long-term saver. Rather, the time period can 
vary but the goal is typically of a higher value: 
a car, mortgage, pension, to start a family or to 
get out of a debt cycle.
‘Saving just to save’ saver: This type of 
saver has a goal and that goal is savings. 
No	previous	research	has	identified	the	
significance	of	this	type	of	saver.	While	they	
include what Kempson (Kempson & Finney, 
2009) would have called rainy-day savers, to 
distinguish from instrumental (or goals-based) 
savers, it’s important to note that this group 
of savers are rewarded by the amount of 
money they have saved up as well. So more 
specifically,	they	too	are	goals-based.	They	
might be a ‘saving just to save’ saver because 
they were not able to save money before and 
they can (which motivates them), or because 
they were taught from an early age that 
savings	is	equal	to	financial	prudence	that	they	
feel proud to achieve. 
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Passive saver: This type of saver is less 
common among low income households, but 
it	defines	someone	who	has	a	sum	of	savings	
that they tend not to think about a lot, and 
which has been acquired through a windfall: 
property maturation, inheritance, or lottery 
win for example. On the other hand, a passive 
saver might be an inactive saver who worries 
about being able to replenish their savings to 
the extent that they would rather borrow (e.g. 
using expensive credit rather than depleting 
savings)58. This could potentially impact on 
those who are motivated by ‘just to have 
savings’. 
This means that through a combination of 
the qualitative evidence, and the literature 
review carried out in this report, people on low 
incomes will fall into one or more the above 
savings types. This excludes motivated non-
savers (those who want to save but cannot, for 
various reasons). 
Furthermore,	there	are	a	number	of	differences	
between these types of savers that we must 
also take into consideration:
Savers can be motivated or de-motivated 
by tracking their saving: To encourage 
good	personal	financial	management	would	
normally involve encouraging people to track 
and monitor their savings. But we must also 
recognise that tracking savings can be both 
motivating and de-motivating. The former 
might be very obvious: the reward of seeing 
how much savings an individual has amassed 
can motivate them to save more. However this 
same	act	might	have	the	contrary	effect:	either	
because the amount is perceived as being too 
small (“what’s the point”) or because if there’s 
a larger than expected pot of savings then this 
leaves the perception that there’s less reason 
to	defer	spending	gratification.	
While monitoring and tracking savings will 
have	a	positive	effect	on	an	individual’s	
financial	capability	over	time,	we	feel	that	
any	savings	scheme	or	financial	support	
programme should take into consideration 
both sides. 

58  Pointed out by Jake Elliot, Money Advice Service, during the steering group session. 

Some people are motivated non-savers and 
others are not motivated to save: One thing 
that is very clearly drawn out in our qualitative 
evidence is that while someone may not have 
been saving at the time of our interviewing 
(or even in the time their spending and saving 
was diarised for the purposes of this project) 
they were clearly very motivated to save, just 
unable to. In other words this type of person 
will have the motivation to save, often the 
financial	capability	skills	to	plan	for	savings,	
but through a variety of factors is unable to 
save. Judging by our evidence, this type of 
saver might have previously been a regular 
saver and they will likely have savings goals, 
but	also	a	financial	situation	(perceived	or	
actual) that prohibits savings behaviour. 
Whereas before it might have been deemed 
sufficient	to	simply	bracket	savers	into	two	
camps	–	goals-based	or	instrumental,	habitual	
savers	–	we	take	a	different	viewpoint.	By	
segmenting six types we are able to merge the 
two ingredients of saving behaviour (motives 
and methods) whilst putting various bodies 
–	government,	financial	service	providers,	
employers,	financial	support	providers,	debt	
advice	agencies	–	in	a	better	position	to	tailor	
and personalise their services and products to 
better suit individual savings types.
Of course the other important aspect to 
mention is that people can fall into multiple 
saver types mentioned. A reward-treat saver 
can also be a Spend-Saver. 
The most important distinction between the 
savers types, as far as we are concerned, is 
with the ‘Saving just to save’ saver. We feel 
that overall, in previous research, there has 
been less attention put on those people who 
aren’t merely goals-based savers, but who 
aren’t instrumental, habitual savers either. 
We	find	that	the	‘Saving	just	to	save’	saver	
is primarily motivated to save because they 
haven’t previously been able to (because of 
low wages or heavy debt burden). The remedy 
to help this person to save money is going to 
be	different	to	the	person	who	is	habitually	
saving	–	but	previously	these	two	saver	types	
might have been considered the same. 
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Spend-Saver Very Likely Very likely Most likely

 Reward-treat saver Very Likely Not Likely Very Likely

 Safety-net saver Most likely Very Likely Fairly likely

 Life goal saver Fairly likely Very likely Fairly likely 

 ‘Saving just to save’ Fairly likely Most likely Fairly likely  
 saver   
 Passive saver Not Likely Not Likely Not Likely 

 Non saver Not Likely Fairly likely Fairly likely 

Saving types
 Single parent family Advice users segment Millennials segment
 segment

 Very Likely Very likely  Very Likely Very likely  Very Likely Very likely 

 Very Likely Not Likely Very Likely Very Likely Not Likely Very Likely Very Likely Not Likely Very Likely

 Fairly likely Very likely Fairly likely  Fairly likely Very likely Fairly likely  Fairly likely Very likely Fairly likely 

      
 Not Likely Not Likely Not Likely  Not Likely Not Likely Not Likely  Not Likely Not Likely Not Likely 

 Not Likely Fairly likely Fairly likely  Not Likely Fairly likely Fairly likely  Not Likely Fairly likely Fairly likely 

 Very Likely Very likely  Very Likely Very likely  Very Likely Very likely 

 Very Likely Not Likely Very Likely Very Likely Not Likely Very Likely Very Likely Not Likely Very Likely

 Fairly likely Very likely Fairly likely  Fairly likely Very likely Fairly likely  Fairly likely Very likely Fairly likely 

 Not Likely Not Likely Not Likely  Not Likely Not Likely Not Likely  Not Likely Not Likely Not Likely 

 Not Likely Fairly likely Fairly likely  Not Likely Fairly likely Fairly likely  Not Likely Fairly likely Fairly likely 

 Very Likely Not Likely Very Likely Very Likely Not Likely Very Likely Very Likely Not Likely Very Likely

Very Likely Fairly likelyVery Likely Fairly likelyVery Likely Fairly likely

 Fairly likely Very likely Fairly likely  Fairly likely Very likely Fairly likely  Fairly likely Very likely Fairly likely 

 Fairly likely   Fairly likely   Fairly likely  

 Not Likely Not Likely Not Likely  Not Likely Not Likely Not Likely  Not Likely Not Likely Not Likely 

 Not Likely Fairly likely Fairly likely  Not Likely Fairly likely Fairly likely  Not Likely Fairly likely Fairly likely 

“When I think about saving I think about fi nancial freedom. You pay 
your priority bills and whatever else. I feel quite happy when talking 
about savings. A real sense of achievement. You can get caught up 
in consumerism, but savings is a feeling of freedom and discipline. 
There was a time when I wasn’t very good with money, but it’s nice to 
be in a place where I can be more self-disciplined. But the saving is a 
motivation in itself which is a good thing.”
(Bernardette, 31-40, police offi  cer). 

“My family never had much money, so I’ve 
always been brought up knowing that you 
should make sure you have some sort of 
money aside for when you need it … You 
never know what’s going to happen.” 
(Name supplied, 31-40)

Based on the qualitative research, the likelihood of each 
segment being a particular saver type.
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Thematic review
A common theme throughout the interviews, 
across the age/family structure range, was the 
vital need to have savings, even if it is just a 
small amount. Saving money was very often 
a	challenge,	but	sacrifices	were	considered	a	
small	price	to	pay	–	particularly	for	the	younger	
segment and single parent families. 
Another common theme to all segments 
was the pride in having savings. This was 
particularly noticeable from the older segment, 
who	would	reflect	on	previous	times	when	they	
didn’t save or chose not to save, and younger 
parents who had only recently found the 
means to be able to save on a regular basis. 
A range of methods for saving were used 
including growing jam jars, using coin 
machines to change money. Other more 
traditional forms included pension pots, ISAs, 
and employer savings schemes. 
Across all segments careful shopping was 
considered a vital informal way of saving, 
particularly for the younger segment who 
described in vivid detail the reasons why they 
chose not to spend on items they immediately 
felt unimportant or unnecessary. 
Single parent family segment
There was a common thread through the 
interviews of the emphasis on single parents 
needing to be very aware of saving because 
they were the one person that their child relied 
on, with no partner to help them out. Parents 
talked about the importance of saving because 
they	needed	to	provide	a	financial	buffer	
for themselves and their children. Without 
this	buffer,	parents	felt	concerned	that	they	
would not be able to protect themselves from 
emergencies and some referred to a fear about 
needing to maintain this to keep a roof over 
their child’s head. Some parents also wanted 
to save to smooth out the costs that were 
uneven during the year, for instance putting a 
sum aside to pay for Christmas or birthdays. 

•  “I think particularly being a single parent, 
obviously I am relying on my income. If 
anything happens and I was unable to work 
or I lost my job or something like that I want 
to make sure that I can still pay the bills, look 
after my son, not default on the mortgage 
and that kind of stuff. So it’s more trying to 
build up some savings just in case the worst 
happens…I think we probably feel it more. 
Because I know even in couples only one of 
them works but I guess you could kind of fall 
back on if you needed to. As a single parent 
you know that all you’ve got is your income, 
there’s nothing else to supplement it, so 
I think it probably makes you think more 
about it and plan a little bit more. (6)

•  “Yes, I’ve got to provide for her so I’ve got to 
do that in every way possible, like with a will 
and life insurance, just everything. I don’t 
want her to have to rely on me when I’m 
old. That’s not right, is it? I don’t want her… 
yes, I don’t want to have to rely on her when 
I’m old, so I need to sort it out. And there’s 
things like university and stuff like that that 
she’ll want to go.” (7)

•  “I don’t have any family and my ex is willing 
to pay whatever he can for maintenance 
money and that’s it, so clearly if I’m not able 
to put money aside, it’s terrifying, frankly. 
Now that I’m single, quite frankly, it really 
frightens me that I have to get my head 
round pensions, insurance, yes, savings, 
putting money aside, put it in an ISA or 
should I put it in one of these… I think it’s 
called an NS&I, is it a bond or something? 
There’s a particular name for that type of 
account.” (8)

•  “I think you are the only parent that has to 
be relied on, the only adult in the house 
usually so you can’t kind of borrow money 
from a partner or you can’t both dip into 
an account or you don’t have both of your 
incomes to put away and it falls down to 
you, the one parent to cover any, I suppose, 
unexplained costs or unexpected costs.” 
(10)
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There was an overarching aim from all of the 
single parents interviewed to save. Parents 
could put aside small amounts and even 
did so when this was a tricky balancing act.  
Many of these families live on particularly tight 
incomes and feel like they are constantly on 
the brink. With living costs so high, saving 
could	be	really	difficult.	Examples	of	what	we	
refer	to	as	“Motivated	non-savers”	–	meaning	
motivated to save, but currently unable to - 
can be found in this section. 
•   “I suppose for single parents it’s even more 

important. Whether they actually manage to 
do that is a different question. Yes, because 
at the end of the day, you rely on and if 
obviously, the person, they get sick or ill  
… I really don’t know [how] single parents 
manage to do so, to actually put money 
aside, because my living arrangements is 
that I share with my mum, my brother … If 
I had to live by myself and have all those 
expenses, perhaps I’m not going to be able 
to do so, but because we do kind of share, 
therefore I suppose my outgoings are less, 
therefore I have sufficient to put some 
aside.” (3) 

•  “I’ve been in this job for about… four 
months. But prior to that I was made 
redundant from a fairly good-ish job, so 
I was unemployed for approximately ten 
months and during that time I had saved 
and all my savings were obviously wiped 
out. But currently I can afford to put a 
little bit away but generally there’s always 
something which comes up each month 
which kind of wipes the savings out … so 
at the moment … when my wages come in, 
[I] make sure everything goes out and then 
I try and put away… I try and put £100 in a 
month to a savings account just online but 
that generally kind of gets taken out. So 
the intentions are there but it’s not always 
possible.” (10)

•  “Childcare is basically eating up all of it … 
I’ve taken all my bills down to the minimum 
…So I’ve organised it enough so I can just 
get by on my part-time wages… I’m going 
to have to shrink all my money as much as 
possible, all my outgoings.” (2)

•  “I’ve not managed to save much in my life 
so far but now I’m pretty focused on doing 
that. Whereas earlier on it didn’t seem like a 
major deal, now I need to sort out a pension 

and things, whereas before I didn’t have my 
daughter I didn’t really care about that sort 
of stuff. So it will be just general in case she 
needs it but also it would just be nice to one 
day buy my own house. It’s just basically a 
start really.” (7)

•  “… the budget that I’ve just done, it’s 
literally back of the envelope one with the 
help of my family support worker we reckon 
I’ll be around about £20 a week surplus but, 
and this is a big but, the budget did not take 
account of emergency stuff like the boiler 
conked… It didn’t include clothes or… well, 
for either myself or my son. …” (8)

The single parents interviewed generally 
put money aside for their children and then 
tried to save for themselves. Some had a 
preference of being able to lock some money 
away especially for their children, others 
wanted access. In this report we refer to this 
type of saver as a reward-treat saver. For this 
segment in particular, it was necessary to be 
able	to	save	to	two	separate	ends:	to	afford	a	
reward-treat for their family and then to hold 
back money as long term or contingency 
savings. Evidence discussed in this research 
finds	that	multiple	goals	can	make	saving	very	
difficult.	But	the	difficulty	expressed	in	this	
section	seems	rather	to	stem	from	affording	
the savings, rather than mentally accounting 
for them. 
•  “For about three months now if I have 

consistently money left over, I am saving 
anyway, I’ll just put my saving up. Like I’ve 
just put it up to… I don’t know exactly what 
it is but I’m saving £15 a month into my 
daughter’s, it might be even more than that, 
and then I used to do £20 into mine and £20 
into hers but I’ll probably put mine up again 
soon. … It’s just two different credit union 
accounts. I don’t know if she’ll actually get 
to keep it or use it for things I need to buy 
for her yet … obviously, it depends how 
much surplus there is really. Obviously, 
when you are on a low income there’s are 
always things you’ve got, unseen costs. I 
don’t spend much money on things that 
other people spend, like I don’t buy loads 
of new clothes and things, that’s how I keep 
the cost down.” (7)
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•  “I put £25 a month aside for [daughter]’s 
stock and shares, junior ISA … I always put 
£25 aside for myself in my ISA.” (9) 

•   “It varies depending on how much work and 
how much income I’ve had each month. I’ll 
take a proportion of that. After I’ve worked 
out my mortgage and my bills and outgoings 
I’ll then put money aside and that can be 
anything from sort of £100 to a few hundred 
quid.” (5) 

For other interview participants, money saved 
is exclusively towards family/children.

•  “People have given me money for my son 
for his birthday and things, so I try and keep 
that separate. But really for myself, I don’t 
really have any extra at the moment because 
of Christmas and then his birthday.” (1)

•  “I have got standing orders set up because I 
save in an ISA for my baby. I save a separate 
amount, yes, with a separate savings 
account which people put birthday money 
in … the ISA she cannot touch until she’s 18 
and I have another Regular Saver for me”. 
(3)

•  “I suppose this [mutual through work] is 
my main sort of personal savings. I try 
and save a little bit for the kids but I mean 
that’s more for them, if there’s a school trip 
or something, like they’ve both got bank 
accounts, savings accounts and I pay into 
them whenever I’ve got money but again 
that’s something that I end up dipping 
into before things get tight. Apart from my 
[mutual through work], I don’t have another 
regular savings pot that I pay money into 
sort of thing.” (4)

When asked, single parents wanted to put 
money	aside	to	cushion	against	financial	
problems that might arise such as a broken 
boiler. This was especially true of parents who 
had	been	through	tough	financial	times	in	the	
past.

•  “I don’t like the feeling that all the money I 
have got coming in is already spoken for and 
if something unexpected came up I wouldn’t 
have any room to manoeuvre, I would be 
plunged into total catastrophe.” (1)

Similar to the older segment, one participant 
pointed out that their aim was to live a frugal 
life	and	to	reduce	the	effect	of	an	unexpected	
cost, combining two types of saver we identify 
in this research: the Safety net saver and the 
‘Saving just to save’ saver. 

•  “Not saving up for anything in particular, it’s 
generally just to save for unexpected costs 
like, for example, the car might need some 
work when the MOT comes round or if… I 
try and kind of live quite frugally each month 
and savings are for perhaps a weekend 
away with my little boy or if there’s a big 
event that I want to take him to, that, or if he 
desperately needs a new pair of shoes or if I 
need a new pair of shoes …” (10) 

Single parents interviewed talked about a 
range of methods that they used to save. 
Common themes included: high levels of 
budgeting	and	financial	literacy;	regularly	
switching utilities and bank accounts; buying 
in bulk and making savings and simply not 
spending when the money wasn’t available. 
There was a general reluctance towards 
savings products that seemed like a gamble. 
There seemed to be a preference for less risk 
even	if	the	financial	return	was	lower.		
•  “To be honest, I’d like to get to a position 

where I’ve got three months’ salary saved 
up so that kind of buys me some time 
if I needed it. So that’s what I’m aiming 
for, to try and get that amount of money 
in a savings account and think, right, I’m 
not going to touch that now. That’s if the 
worst happens. That’s my longer term goal 
anyway. It might take a while to get there but 
I’m trying.” (6)

•  “I worked out my budget … I’ve looked at 
all my bills that I know are going out every 
month. I’ve got £13 a day, basically, so I’d 
have to be very, very careful. I do try to have 
something left over at the end of the month 
and I usually do but, as I say, with Christmas 
and then my son’s birthday are a month 
apart and that’s just… [laughs] that’s all 
the extra sort of … has gone from my bank 
account now, so I have to start trying to 
build it up again.” (1)
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Most parents interviewed mentioned Martin 
Lewis and the Money Saving Expert website. 
They liked the alerts and the advice given 
about ways to save money. This seemed to 
have	an	impact	particularly	around	financial	
products and savings rates but also on 
switching for instance to cheaper deals. 
•  “I do look on MoneySupermarket quite a 

lot and all those price comparison websites 
just because I like to find the best deal and 
know what little money I am putting away 
is going to have the biggest return. Yes, I 
recently actually swapped my bank account 
just because there was a joining-up fee and 
I thought well actually that money, it doesn’t 
really matter who I bank with in terms of 
whether they have got a high street store, so 
I went for a bank that didn’t have a branch 
in my town because they were able to give 
me a good rate of savings and a switching 
fee … Yes, I try and do that annually. Most 
of them have got annual rates, so I do each 
year. Yes, things like car insurance, my 
house/contents insurance, yes, gas and 
electric, etc., anything that I can change 
with.” (10) 

•  “I just changed my bank last week because 
it’s this time of year that I change it … they 
were giving you £150 for switching to them, 
so I’ve just switched to them and last year 
I switched to Halifax because they were 
giving you £125 I think at that time.” (2)

•  “I change bank account every 12 months 
when their introductory rates drop. Energy, 
the same. Broadband. What else? Mobile 
phone. Pretty much everything I would say. 
Car insurance, home insurance. I go on all 
the comparison sites and actually friends 
and family will say, “Ooh who is the best one 
to go with at the moment?” because I check 
all these things, I read Martin’s money email 
every week, so I try and keep ahead … It 
takes a lot of time and investment, it really 
does, but I feel that it’s worth putting in the 
time.”  (6) 

59   Name supplied, 31-40 (1); Name supplied, 31-40 (2); Name supplied, 31-40 (3); Name supplied, 41-50 (4); Name supplied, 21-30 (5); Name supplied, 41-50 (6); Name 
supplied, 31-40 (7); Name supplied, 31-40 (8); Name supplied, 41-50 (9); Name supplied, 31-40 (10). 

Most households had a jam jar where they 
saved change but some found that they 
needed to dip into this where money was tight.  
Most parents encouraged their children to 
save money in a piggy bank or jar so that they 
could	afford	treats.
• “I do have a tub where it’s just full of… at 
the end of the day, if I’ve got change in my 
pockets I put it in.” (2)
• “A piggybank, yes. I’ve got two of the tins 
that you can’t open … unless you’ve got like 
a tin opener and I try and put £5 a week into 
each of them and one of them is for Christmas 
and the other one is for, again, if I get short or 
if I need some money or something or other or 
maybe I might decide in the summer to open 
it during the summer holidays and we can go 
on trips and things. But one is definitely for 
Christmas sort of thing. And I suppose the 
other thing that I do which is a savings is I do 
the park vouchers for Christmas … So I do 
that, I pay into that every month as well.” (4)
• Saving money through careful shopping 
was another common theme. This included 
buying in bulk when affordable (especially 
nappies and washing powder); using coupons; 
switching supermarkets and / or products; and 
buying and selling second hand clothes. Some 
parents knew that they would save money 
through buying in bulk but could not afford to 
make the upfront outlay to buy the goods in 
bulk. This was usually the case where parents 
had a very strict weekly amount that they 
could spend.
• Baby wipes, I must have about 30 packets 
at the moment. Nappies, I’ve got enough 
nappies now to last him through his next two 
sizes. I do buy in bulk quite a lot. If there’s a 
deal on washing powder, I tend to buy that in 
bulk quite a lot.” (2)
• Coupons: being a single parent or just 
generally a parent, you sign up with all those 
sites, whether it’s online or with foods and 
you can get those coupons – ‘Oh okay, I’ll 
have that coupon.’ If I have to do a shop then 
I will wait for the coupons to come in. If I can 
actually make the saving I’ll wait and buy these 
specific items within that time frame.” (3)59
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Advice users segment
With this segment (seven ‘Baby Boomers’ 
and three from ‘Generation X’) there was an 
almost even split between people who felt 
they had to have a goal in order to save, and 
those who felt they needed saving as a safety-
net. However a very common theme involved 
participants being unsure about what they 
were saving for, but knew that saving was ‘a 
good thing’ in itself. One participant explicitly 
mentioned the prospect of debt being a motive 
to save, arguing that they could go without 
the	things	that	get	people	into	debt	in	the	first	
place. Another participant noted that “goals 
make savers”, turning what could be simply 
dreams into reality. 
•  “My bills. If I can’t do my utility bills then 

that worries me. Energy bills and phone bills 
they have to be paid if you want to keep the 
service, so that motivates me to watch my 
pennies.” (1)

•  “The thing that motivates me? I don’t know. 
I suppose what motivates me is working 
to get money to keep myself afloat. That’s 
where my motivation is really. If I save, I 
know where that money is. If I have extra 
then I’m laughing”. (2)

•  “I don’t know. Just in case you need it, I 
suppose”. (3) 

•  “So that I don’t get into debt. I never get 
into debt, to be honest I could just go 
without. I would be happier with bread and 
butter and a cup of tea.” (10)

There are more obvious examples of where 
simply having a sum of savings was the reward 
in itself during this research, but it is very likely 
that the reason people didn’t know what they 
were saving for, when prompted to answer that 
question, was because they perceived having 
saving as a fundamental good. Either because 
it	demonstrates	financial	prudence	or	because	
it was taught to them when they were younger. 
For	this	group	of	people	–	what	we	refer	to	in	
this	research	as	‘Saving	just	to	save’	saver	–	a	
goal may not be the thing that motivates them 
to save, and they are hard-pushed to isolate a 
single goal which they put money aside for. 
Other interview participants explicitly noted 
that having a goal was the very thing they 
needed to prompt saving. 

•  “I have to have a goal. It’s a challenge, but a 
good challenge. One that I want to do. We 
live with a very low income. We only have 
one income now. We need to save a lot of 
money in order to get the things as we did 
before and live the same life we had before. 
We could do some of those things if you are 
good at saving”. (4)

•  “You always have to have a specific goal, 
even if it’s something you have in the house. 
Goals make savers. It starts off as dreams, 
but you do have to have goals. You say I saw 
that microwave and it’s absolutely beautiful, 
and you shop around and it’s too expensive. 
You don’t just save, you save for a reason 
and that’s how I started, otherwise I used to 
be a very bad saver.” (7)

Generally there was agreement that saving 
money was important. In particular there 
was	reflection	from	this	segment	on	times	
when they did not save, and pride in the fact 
that they can save now. Living day-to-day 
was considered negatively. Two participants 
reflected	on	the	fact	that	they	will	need	money	
for their own funeral and this is as good a 
reason as any to save money. 
•  “I never used to put money aside at all, I just 

lived from day to day. I worked to spend. 
But now I make my money more orderly.” (2)

•  “I did not always save money, it was never 
really a priority of mine, but only since I had 
a pension. It goes straight into the bank. It’s 
there for my use.” (3)

•  “Yes, I always save. Sometimes in an 
emergency you never know when you’ll 
need it. The bills are always higher so you 
never know. If you don’t look after money 
you lose it.” (5)

•  “It’s always good to have some money 
left, in the case of where you want to buy 
someone a present or go on holiday or has 
an emergency. It’s good to have enough 
money left in case you die, for the funeral. 
Or if you have illness, some illness comes up 
from medication or treatment.” (6)

•  “I put money aside because I’m not always 
going to be the same, what if you conk out 
one day; what are you going to do? So I put 
money aside for then.” (2)
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In all of the interviews there was an 
overarching aim in saving even if it was just 
a little amount, on the basis that saving even 
just some money was better in the long term. 
One participant noted that being working 
age was the best time to start to think about 
savings, warning that ‘something’ is better 
than ‘nothing’. Another participant made the 
point	that	a	‘little	money’	is	fine	for	saving,	and	
this is particularly a useful method for avoiding 
debt. 
•  “I would say, you have to have a very good 

budget: limit the food and clothes. Make 
sure the bills are paid first. Even if it’s five 
pounds per week. But you wouldn’t believe 
the difference £10 in a building society can 
get you. Because while you are working 
you can do that, when you’re not you can’t. 
I know the DWP give to people for their 
needs but it’s better to have something 
aside, and while you’re working that’s the 
time to do it. In reality you’ll be lucky if you 
save £5,000. I’m not saying you can’t have 
luxuries but look at the sales.” (7)

•  “I put a little money aside for a rainy day, 
£20 in a savings account, just in case I pop 
it tomorrow. I was taught by my parents to 
do so. I’m not in debt, something I’ve always 
made sure not to do. I was recently late on 
my rent so that was on my mind. Everything 
else I do fine with.” (8)

Participants	displayed	a	variety	of	different	
savings methods throughout. For one 
participant saving meant putting aside larger 
value coins in order to let the value grow and 
change that up in a coin machine. Another 
participant, while not being in a position to put 
money aside, will avoid spending money for as 
long as possible and seeing what is available 
from benevolent organisations, in case the 
money they do have is needed more urgently. 
Other participants employed more traditional 
methods of saving including pension savings 
(that the participant knew could be withdrawn), 
closely monitored budgeting, and (where 
possible) into an ISA. 
•  “I get a pension, it goes in the bank, so it’s 

there, so whenever I need money it’s there if 
I need it. I’d consider that to be saving.” (3)

•  “I save £2 coins, when I get to £100 I 
change it in notes. One way of saving money 
I suppose. Every two or three months. Don’t 
always get £2 pieces.” (3)

•  “It is a challenge for myself. I used to be an 
accountant, and now I am the accountant in 
the house – that’s my role. I have a plan for 
how much we earn, what expenses at the 
beginning of the month, when my husband 
has his salary. Then I plan everything we 
need to spend in that month. I put every bill 
and ever date, electricity, water, everything, 
put everything together. Then I put 
everything in two compartments at start of 
the month: planning and spending. Planning 
can include council tax, TV license, gas, for 
the car. I always leave some amount that 
I save, every month maybe £50. When we 
start to buy stuff I have evidence of every bill 
and at the end of the month I summarise. 

•  “If we have £300 for food, I look at what 
other stuff we can cut out. I do that alone 
by myself. Because nobody can do it better 
than me. It doesn’t take me too long, I 
have very good practice. No more than 50 
minutes maybe to do it. Five minutes per 
day. At the end of the month it takes another 
one hour to calculate and plan for the next 
month.” (4)

•  “I have no regular income and I have only 
research from participating in research. 
From Christmas I get £30 from someone 
from Christmas and that is all. I can’t save 
much money. I get a food voucher and go 
to foodbank to see what I can get. I can see 
what I can get to survive for a meal.” (6)

•  “Once a week, at least £10. If possible in 
a fixed ISA, at least then you won’t take it 
out. I used to be an accountant. Because 
my CIMA. This is one of the things I want 
to get back into. I used to have a very good 
quality job. Although this job is lower paid 
the people are very nice. You wouldn’t be 
able to do it unless the quality of people you 
worked with. Also work facilities. My friends 
say I’m very helpful to them – it helps to 
have a little bit of life experience.” (7)

Participants generally had a way of saving 
money through careful spending. This included 
buying in bulk, shopping around for good 
deals, buying supermarket-own food, and 
seeking discounts at the end of the day. 
One participant described themselves as a 
“bargain hunter” while another pointed out 
that they could tell when supermarkets were 
overcharging for particular items. 
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•  “What we usually do is once a month is go 
to Dalston to get our meat, and in the week 
we get what we need. We get the cleaning 
stuff we need, but we go to Dalston market 
and get the meat and put it in the freezer for 
the month. I got to Iceland – buy a large jar 
of honey, basically if you shop around a bit 
you save money by finding a deal.” (2) 

•  “When I get income I will do this. I try when 
I get money. I have two pair of nice shoes. 
One is good quality leather. I bought them 
because I save money and it’s also because 
of circumstances.” (6)

•  “I look at special offers. I don’t like giving 
my money to supermarkets if they’re 
overcharging for things.” (8)

•  “Well some things like [Big Brand 
supermarket] brand of things like Heinz are 
too much, so I use some their own washing 
powder because it is just as good. Anti-bac 
spray is as good as the next one. I don’t 
notice the difference and it works for me. If 
my good brands are on offer then I’ll look for 
it. I’m a bargain hunter.” (9)

•  “I go to [Big Brand shop] and buy discount 
food at the end of the day. I look for it in two 
or three places. I mostly make bread myself. 
I don’t like fish and chips from the takeaway, 
I make food myself. If I buy a chicken or 
lamb meal outside it is £7 or £8 but if I make 
it myself it’s fresher and it costs £3. With 
some meat I can make a roast or soup. I 
use the bones for the meat, then I add corn, 
that’s a great soup with the leftover meat 
and my bread. That’s how I save money.” 
(10)60

Millennials segment 
With the younger segment we carried out 
a focus group among a group of ten, aged 
between 20-30, organised by MyBnk in 
January 2017. All participants belonged to 
an educational programme run by MyBnk 
specifically	for	young	people.	The	group	were	
all-female. 
Some participants were unemployed and 
claiming	benefits,	while	others	were	looking	
after home or family. After the focus group we 
recruited participants to carry out spending 
diaries and they were interviewed one month 
after (detailed below in the section ‘monitored 
saving group’). 

60  Alan, 61-70 (1); Bill, 61-70 (2); Carol, 61-70 (3); Emilija, 41-50 (4); Jean, 61-70 (5); Karin, 61-70 (6); Pragna, 41-50 (7); Reshma, 41-50 (8); Stan, 71-80 (9); Terry, 71-80 (10). 

One common thread for this segment was the 
understanding that savings were important, 
but	very	difficult	to	achieve.	Participants	talked	
about their motivation to save money: as a 
way to support their families, shopping trips 
(particularly home improvement, furniture), or a 
future mortgage. Participants also mentioned 
the importance of saving towards a treat, such 
as a date or treating their family. 
Another common theme was spending: one 
participant felt guilty spending money on 
themselves, and so this was perceived as 
saving, while another treated their savings pot 
as a loan to themselves, paying themselves 
back over time. Participants were split over 
whether it was good to be able to closely 
monitor savings, with one participant saying 
that it could lead to the temptation of spending 
it, while another saying it is generally good to 
see what you’ve managed to save up. 
When participants were asked about putting 
money aside, they focused on the main things 
in their lives that prompt them to save and the 
informal methods they employ to be able to 
save:
•  “I use my mobile phone to save money, 

rounding up small change into my account. 
I round it off and put the remainder in my 
account, if I’m buying a drink or something. 
It’s just easier that way. Sometimes I’ll do 
bigger amounts, too. If, like, I get £115 in 
my account I’ll put £15 into my savings 
account.” 

•  “Every time I get paid I put 50 for my child, 
a little less for mine, and a bit into the family 
account as well”. 

Participants were asked what they were saving 
for. The question immediately led to a list 
of answers: furniture, the emergency fund, 
and putting together money for a mortgage. 
Another participant mentioned wanting to save 
for a particular furniture item but often not 
being able to:
•  “I don’t really save, but when I get paid fully 

I put money I don’t need into a box. If I keep 
it in my account I will just spend it – and I 
want to get a king size bed”. 

•  “I’m saving my money towards buying a car. 
When I get paid from work I get my money 
and I set aside some for that. It can be all 
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different amounts every month, but that’s 
what I’m doing. I don’t know how long it will 
take me, but that’s really important to me”. 

A common theme during the focus group was 
the importance of saving. Participants felt it 
was important to save because “you never 
know if something could happen”. Other 
comments were similar:
•  “I sometimes feel really guilty spending 

my money, I feel like the better thing to 
do would be to put it away and save it for 
another day”. 

•  Things, you never know, could come out of 
the blue. That’s why I’m saving.”

When asked about whether they felt of 
themselves as being short-term savers or 
long-term savers, the overarching theme was 
the	difficulty	of	being	in	a	particular	financial	
situation	and	being	able	to	afford	to	save	at	
the same time. The views expressed here 
fall under what we call in this research the 
“motivated non-saver”. Also, we heard one 
participant mention that saving for a target 
they know is unachievable is de-motivating for 
them. 
•  “I personally never get as far as being able 

to save money but I want to. In particular 
I want to save for something for over a 
year, but something will always come up, 
especially with the kid being there. I would 
like to be able to set myself a target and 
stick to it but I know that something will 
happen that sets me back”. 

•  “I know that if it’s short term, I won’t put it 
away”. 

•  “People on benefits can only do short term 
saving, not possible to do long term saving. 
For me I’m studying accounting, so my 
hope is that when I get my job I’ll be able to 
start saving long term.”

•  “If you save long term you get more money 
and you can do things like go on holiday, 
buy a passport, but until then I can’t.”

Another participant made the point that they 
try to save long-term because of having a 
young child:
•  “I’ve been saving for three years for my child 

– save until he’s 18 and when he’s 18 I’ll 
give it to him”.

When asked about what periods help people 
to think more about saving, one person made 
the point that having a treat to reward yourself 
with is a motivating factor:
•  “Going on a date night and thinking about 

Uber – should really start to think about 
saving for these”. 

Another participant made the point that one 
method used to stop themselves from dipping 
into their savings pot is by treating themselves 
as borrower:
•  “When you dip into it, you treat it like a debt 

– borrowing from yourself, or like you’ve 
borrowed it from someone else. So I have 
to pay it back and I pay it back quicker. It 
works.”

When asked about being able to have 
regular access to the value of their savings, 
participants were very honest about how 
demotivating this could potentially be to 
saving:
•  “It’s 50/50 – it’s both tempting and good to 

see what you’ve achieved”
•  “Some people might be motivated by 

having money put away, some people might 
see it as money they can spend.” 

Monitored saving group 
From the interviewees and focus group 
participants we were able to recruit six further 
interviews that took place at least one month 
after initial contact (three from the younger 
segment, three from the older segment). This 
also involved equipping participants with 
a basic spending diary template used by 
Toynbee	Hall	during	other	financial	support	
activities. We drew three participants from the 
MyBnk focus group (the younger segment) 
and two from the older segment. 
Abeita, 20 (Safety-net saver/Spend-saver)
Abeita’s income is from her Employment 
Support Allowance, Child Tax Credits, and 
Child	Benefit.	When	asked	what	motivated	
her to save in this month in particular, she 
mentioned her son and holidays: “I still need to 
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get my son’s passport and I lost my passport, 
so I’ve been putting money away bit by bit for 
that.”
When asked whether she had thought of her 
savings this month as being long term or 
short term, she said “Very short term. If I see 
something I like and I have the money, I buy 
it. I don’t think long term. I would like to think 
more long term, I have long term plans, where 
I would want to be, but even though I have 
those long term plans I’m a short term thinker. 
If it’s my son I think about, for instance when I 
get paid I get jumbo pack of nappies and food 
and milk, everything he needs out the way, as 
soon as I get everything out of the way for him 
I focus on what I need to buy. 
When Abeita was asked about whether saving 
this month helped her for an unexpected 
expense,	she	said	“If	I’m	honest	the	first	thing	
I would do is I’d panic. But then I’d have to 
sort something out. I’d never borrow. Only 
place I’d ever borrow from is where I’d taken 
out	of	benefits	[local	welfare	assistance].	I	took	
out	a	loan	from	my	benefits.	Other	than	that	
I’m really bad.” 
When asked whether saving this month made 
her	feel	more	financially	resilient,	she	said	“I’m	
terrible at budgeting and the only thing that 
is	really	good	is	getting	my	son’s	stuff	out	the	
way, then paying the gas and electric, other 
than that if I have got money I do spend it.”
When	Abeita	reflected	on	her	other	family	
member’s’ ability to save, she said “My dad’s 
really good at it so I don’t know where I get it 
from. My sister is more like my dad, and my 
brother, too. It’s just me in my family. And I’m 
the one who lives alone.” 
Chelsey, 23 (Spend-saver/Reward-treat 
saver/‘Saving just to save’ saver)
Chelsey’s income is through her Jobseeker’s 
Allowance (JSA). She is motivated to save 
but	often	finds	it	difficult.	When	we	asked	
what the spending diary says to Chelsey, she 
said “I went to do my weekly shop, £25, and 
I	saw	this	cute	tea	and	coffee	jars	-	£3	–	but	
I already have some of these at home, so I 
saved myself £6, by saying to myself do I 
really need? When I’m thinking about buying 
something I ask: do you need it, can you go 
without it, have you paid your bills? When 
asking those questions I can work out whether 
I really need it. That’s been quite helpful. That’s 
a new thing for me.”

By monitoring spending more closely, Chelsey 
feels better able to judge what is essential, but 
also, within the context of this research, she 
demonstrates what we have called Spend-
Saver traits in deferring spending on particular 
items to put towards savings. 
Asked what she felt motivated her to save 
during the month, or spend in a way that 
allowed her to save money, Chelsey said “I 
do want to go on holiday but I’m not working 
at the moment, I am not in a position to get 
that holiday, so all I’m doing at the moment 
is	saving	to	get	something	nice	–	as	a	small	
treat”. 
When asked about what impact saving more 
would	have	done	to	Chelsey’s	finances	during	
the month, she replied “Then I’d be leaving 
myself out of pocket. I need to save only what 
I	can	afford	at	a	time.	Necessities.	I	need	to	
think about that. I’m aware I can’t save myself 
silly amounts.” 
Asked whether she was saving short-term or 
long-term during the month, Chelsey said “Bit 
of both: I use my mobile banking app, what 
I do is I round it up and spare change goes 
into my savings account. I do that a few times 
a	week.	Being	able	to	round	off	the	pound	is	
nice, while it’s just sitting there I’ll be able to 
think of it as a saving.” 
Bernardette, 33 (‘Saving just to save’ saver/
Life-goal saver)
When discussing her spending diary, 
Bernardette told us “What it says to me is I 
can cut back a lot more, I need to be stricter 
at	putting	money	away	for	specific	things.	I	
need to do a diary monthly, and I need to save 
more	–	and	to	stop	being	so	generous.	When	
birthdays come, or if someone hasn’t got 
money out, I end up being the one to pay. Or 
being more self-disciplined and planning.”
Discussing the importance of saving, 
Bernardette said “When I think about saving 
I	think	about	financial	freedom.	You	pay	your	
priority bills and whatever else. I feel quite 
happy when talking about savings. A real 
sense of achievement. You can get caught 
up in consumerism, but savings is a feeling 
of freedom and discipline. There was a time 
when I wasn’t very good with money, but it’s 
nice to be in a place where I can be more self-
disciplined. But the saving is a motivation in 
itself which is a good thing.”
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When	we	discussed	what	effect	saving	more	
would have, judging by the spending diary 
details, she said “I don’t think it would be a 
problem, but saving more would demonstrate 
to me that I’ve got more self-discipline. If I 
have	specific	amount	then	I	wouldn’t	think	of	it	
anymore and go overdrawn. If I had an array of 
pots (for the car, for the house etc) that would 
be really helpful. It’s more about how I save 
rather than saving more I think.” 
Asked whether the saving had made her 
feel more resilient, Bernardette said “Yes 
most	definitely.	Makes	me	feel	a	sense	of	
achievement, something to fall back on. 
Shows I have self-discipline. Makes me feel 
more mature.” 
Emilija, 43 (Spend-saver/reward-treat saver)
Emilija’s household has a monthly income of 
£1,300 per month. She considers herself to 
be the household accountant. She stays at 
home now, but before she was professional 
accountant and like to think she brings those 
skills to her home life. Her spending diary 
reveals that she spends around £50 per week 
on food, “sometimes £46, or £48, sometimes 
£53, but £50 is normally a limit for food.” 
“For me, for us to enjoy the same lifestyle as 
previous	times	finding	savings	is	my	job,	and	
on the other side my husband goes to his job 
–	so	the	extra	I	save	acts	as	extra	earnings	for	
us.”
When asked about savings in the last month, 
Emilija said “If I save when I’ve bought 
something I have more for my holidays. But we 
don’t need to save so much at the moment. 
I don’t need to buy expensive presents now, 
this sometimes cuts into our savings. We have 
all that extra money for future holidays.”
When asked if saving makes her feel more 
resilient, she said “I feel like I start to be aware 
of	where	money	goes;	you	just	confirm	to	
yourself that you do the right things, and avoid 
doing	anything	wrong	–	and	you’re	more	aware	
of what possible mistakes you can make with 
money; if I didn’t go online or read a review on 
money saving.” 
Andrew, 53 (Safety-net saver)
When discussing Andrew’s spending diary, he 
told us “What it tells me is that my spending 
patterns are fairly consistent in terms of day to 
day expenditure, food, washing etc. Nothing 
has been untoward or surprising.” 

Asked whether he was consistently saving 
throughout the month, Andrew said “It’s a 
month I’ve been able to save, and also to 
dip into savings simultaneously. There’s a 
certain amount for rainy day and an amount 
for contingency. It’s about having two distinct 
pots. I’ve been able to contribute to both pots, 
but I’ve also used from my contingency pot.” 
When we asked Andrew what he felt motivated 
him to save this month in particular, he said 
“Security. Things change, things come up, and 
not having the stress of how on earth do I pay 
for this. Savings is not really a reward for me, 
it is satisfying that I can do it, but it is purely 
about security.”
“If I’m saving towards doing something I’m 
not really saving as such. I treat it slightly 
different,	that’s	just	deferring	spending.	I’m	just	
putting money aside. Saving for a new car, for 
example, you actually have the savings there 
for you. “Fall back” money, that cushion, is the 
security.” His response demonstrates what we 
call in this research the Safety net saver. 
When speaking about the impact that more 
savings	would	have	on	his	finances,	he	said	“I	
think it would be a hindrance, in that I wouldn’t 
see the point. I can however see that it might 
be an advantage for others, a yardstick, 
but it could also be a disadvantage. But for 
me, I know what I’m going towards a good 
objective. It could be a problem if that person 
is	trying	to	reach	an	artificial	target.	There	is	
the old adage that you should put 10 per cent 
away but that’s not always helpful for people.” 
When Andrew spoke about whether saving 
and diarising his spending in this way made 
him feel more resilient, he said “Yes: it gives 
me that security for when crises come up. The 
saying that comes to mind is “We don’t want 
to make a drama out of a crisis”. Nothing’s a 
drama because I can go into my savings.” 
Karin, 62 (Spend-saver) 
Karin has no formal income. She relies on 
donations and also research projects like this 
for a small amount of money, which goes on 
food and light (she lives with her younger son 
in a tent in East London). 
When talking through her diary she said she 
had received some money at the start of the 
month which means that she was able to buy 
more bread baguettes, at £1 for two, and also 
some German bread which was 89p for 500g, 
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which	she	identified	as	being	a	healthier	option.	
While she wasn’t able to save money, she did 
make sure her money went further. She had the 
diary supplied by Toynbee Hall but she keeps a 
detailed log of her spending anyway. 
When asked about savings in the last month, 
Karin said “If a set amount of money was taken 
from me at particular periods I wouldn’t be able 
to do it because I don’t know during the month 
how much I have. Instead I record my spending 
every day.”
Asked if she felt more resilient after monitoring 
her spending in this way, Karin said “I do but 
it’s becoming less so because I have no money 
coming in. When I have money left I get water 
because water is the most important thing 
coming in. We bought two bottles of two litre 
water	for	34p	(two	litres	at	17p	each).	[Big	
Brand	shop]	is	the	cheapest	water	for	50p	–	but	
I	can’t	go	to	[Big	Brand	shop]	anymore	because	
it is too expensive to travel to it.” 
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6 Encouraging low income savings 
behaviour: assessing the impact

61	 Crossley,	T.	et	al	(2012).	How	can	policymakers	raise	household	saving?,	Institute for Fiscal Studies. Available here: https://www.ifs.org.uk/publications/6027 

Low income household savings behaviour: 
the role of government policy:
The savings environment over the past twenty 
years has demonstrated how the government 
has	a	key	role	to	play	in	influencing	low-
income savings behaviours. Government-
backed initiatives can perform as key 
mechanisms for altering low-income savings 
behaviours	including:	financial	incentives	(for	
example, generous tax treatment policies 
for those saving into pensions, and savings 
‘matching’	policies),	financial	education	and	
financial	capability	projects61. 
In this section, we provide a timeline of 
government-led initiatives in those previous 
twenty years describing the context for, and 
reasons for introducing, particular savings 
policies.	A	conclusion	for	their	effectiveness	is	
offered	at	the	end.	
Parliament 1997-2001: 
•  The early 1990s had seen the introduction 

of tax-exempt special savings accounts 
(TESSAs) under John Major’s Conservative 
government; the 1997 Labour manifesto 
looked to build upon these. 

•  The 1997 Labour manifesto states, ‘The 
principles that will underpin our tax policy 
[will]	promote	savings	and	investments’	
(Policy Resources, 2012).

1999: Tony Blair’s Labour government replaces 
TESSAs with the Individual Savings Account 
(ISA).

Parliament 2001-2005:
•  Budget Day 2001 sees the announcement 

of the Child Trust Fund, nicknamed ‘Blair’s 
baby bonds’. Blair explains the policy and 
its aims:

  “For each new-born child, we will make 
an initial endowment of at least £250, 
rising to £500 for the poorest children. 
It is a universal and progressive reform 
that will benefit everyone, with more 
[endowed for] those who need it most. 
Each child will receive additional 
payments into their fund, and parents 
and extended family can also make 
contributions.”

•  Crucially, Blair lays out a new social attitude 
to saving, portraying the act of saving as a 
collective responsibility:

  “Assistance with building up financial 
resources for the future comes on 
the basis of families saving together, 
balancing rights and responsibilities, 
and strengthening mutual obligation in 
our society.”

• As well as this theme of family saving 
and collective responsibility, the Child Trust 
Fund aimed to nurture in children a lifelong 
propensity to save; by normalising savings 
behaviours early in life. By ensuring every 
young adult is already in possession of 
savings at the age of 18, those individuals are 
more	likely	to	see	the	benefits	of	saving,	and	
carry those positive habits into adulthood. 
Young adults with existing savings are more 
likely to understand the most appropriate 
ways to save, and do so regularly.
• 2001 also sees the outlining of the Saving 
Gateway	–	a	scheme	aimed	specifically	at	
helping the poorest in society to save. 
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Parliament 2005-2010:
•  Several Saving Gateway pilots run between 

2002 and 2007.
•  The campaign for the introduction of a new 

government-supported savings scheme had 
become	significantly	more	vocal	since	the	
collapse of the Farepak Christmas savings 
scheme in 2006. Farepak savers lost around 
£400 on average, with some savers losing 
closer to £2000. With the collapse having 
such	a	disruptive	and	devastating	effect	
on some of the country’s poorest families, 
many MPs labelled the event a national 
tragedy.

•  One report looking at the practical 
implementation of the proposed Saving 
Gateway scheme, found a 2007 pilot 
scheme to be successful in reaching former 
non-savers, and even some people who 
were completely unbanked:

  “Some ‘non-savers’ [on the Saving 
Gateway pilot] said they thought saving 
was a ‘waste of time’ and that normal 
interest rates did not provide enough 
incentive. Others had not previously had 
any kind of savings product with a bank 
or other financial service provider, and 
were coming into contact with ‘formal’ 
savings products for the first time. 
Both account holders, and Halifax staff 
interviews, indicated that some people 
were coming into contact with banks for 
the first time in order to open their SG2 
accounts.”62

•  The report points out a series of positive 
outcomes for improving savings for 
participants:

 •  “92% of savers made a further 
contribution to their Saving Gateway 
account after their first month’s 
payment;

 •  69% of accounts saw a net monthly 
contribution equal to the matchable 
contribution limit;

   65% of those who achieved the 
maximum matchable contribution limit 
continued to save even more still.”63

62   Harvey et al (2007), ‘Final Evaluation of the Saving Gateway 2 Pilot: Main Report’ Institute for Fiscal Studies. Available here: https://www.ifs.org.uk/docs/savings_gateway_
evaluation_report.pdf

63	 Crossley,	T.	et	al	(2012).	How	can	policymakers	raise	household	saving?,	Institute	for	Fiscal	Studies.	Available	here:	https://www.ifs.org.uk/publications/6027  

• The	above	figures	demonstrate	that,	
not only is the 2007 Saving Gateway pilot 
showing participants’ increased engagement 
in savings behaviours, but also strong 
engagement with  the behaviours that lends 
themselves	to	the	most	effective	reward,	i.e.	a	
clear majority of savers choosing to save the 
maximum amount matchable by government.

2008: Saving Gateway terms finalised 
and rolled-out; provision for Automatic 
Enrolment:
•  Following the successful piloting of the 

Saving Gateway scheme, Alistair Darling 
brings a bill to Parliament to roll-out the 
scheme nationally. The bill receives Royal 
Assent in summer 2009, and becomes the 
Saving Gateway Accounts Act 2009.

• 	It	is	officially	confirmed	that	the	scheme	
will be available to anyone in receipt of tax 
credits	or	benefits,	including	child	tax	credit.

•  Saving Gateway account holders will be 
able to save up to £25 per month, and the 
government will match this to the value of 
50p in the every £1 saved.

•  The Saving Gateway scheme will be 
administered by HMRC, with support from 
the DWP.

•  In addition, 2008 sees the Labour 
government create legislation that will 
lead to the roll out Automatic Enrolment in 
workplace pension schemes in 2012: the 
Pensions Act 2008. The Pensions Advisory 
Service explains the decision:

  “It has long been recognised that 
most people are not saving enough for 
retirement and, as a result may not be 
able to afford to live comfortably in their 
retirement on just the State Pension. 
As people are also living longer, there is 
increasing strain on the State benefits 
system, so private pension provision is 
becoming increasingly important. To 
encourage workers to start building up 
retirement benefits... [HM Government] 
requires all employers to offer workplace 
pension schemes and to enrol eligible 
workers into their schemes.”
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Parliament 2010-2015:
• 	A	series	of	broader	cuts	to	fiscal	spending	

includes a decision to entirely scrap the 
Saving Gateway Scheme.

•  The 2011 budget sees the Conservative 
government replace Blair’s Child Trust Fund 
with	the	Junior	ISA	–	a	tax	free	savings	
account with an initial subscription limit of 
£3,600. Unlike the Child Trust Fund, the 
Junior ISA aims to provide families with a 
wider range of options for their children’s 
savings.

•  The 2011 budget also sees the 
announcement of FirstBuy - a government-
backed savings product designed to both 
help	first	time	buyers	attain	a	deposit	to	get	
on the housing ladder, as well as stimulate 
the new-build housing market. The scheme 
helps	first	time	buyers	to	get	on	the	housing	
ladder	by	offering	a	20	per	cent	equity	
loan from the government to buy a new-
build home; meaning that savers need only 
independently	find	a	5	per	cent	mortgage	
deposit to attain a 25 per cent deposit/75 
per cent loan mortgage. 

2012: Automatic Enrolment into workplace 
pensions schemes:
The work of the Pensions Act 2008 is 
maintained by the coalition government, and 
roll out of Automatic Enrolment in workplace 
pension schemes begins to take place. 
Employees eligible for Automatic Enrolment 
(all those earning more than £10,000 and 
over 22 years old) are signed up to workplace 
pension schemes by default, but are still 
able to opt out if they so wish. The roll out of 
Automatic Enrolment is a useful example of 
the government design of so-called choice 
architectures,	effectively	‘nudging’	employees	
to	make	more	effective	decisions	about	their	
retirement savings. The scheme’s eligibility 
criteria and low earnings threshold indicate 
how the auto enrolment scheme is particularly 
focused on encouraging low-income savers 
prepare	effectively	for	their	retirement.

April 2013: FirstBuy subsumed into Help to 
Buy scheme; pensions are ‘freed’:
•  The Spring Budget 2013 sees the 

announcement of the Help to Buy ISA. The 
FirstBuy scheme (due to end March 2014 
outside London and March 2016 inside 
London) is subsumed by the Help to Buy 
Scheme.

•  ‘Help to Buy’ becomes a wider collective 
term for the Help to Buy Scheme (which 
offers	ISAs	with	matched	government	
payments, 25p pledged from the 
government for every £1 put aside), as well 
as	the	offer	of	20%	equity	loans	from	the	
government	to	help	first	time	buyers	attain	
75% mortgages for new-build homes (as in 
the FirstBuy scheme). 

•  In addition, the 2013 Budget sees the 
announcement of the Pension Freedom 
Reforms	–	later	to	be	legislated	in	the	
Pension Schemes Act 2015. The Pension 
Freedom Reforms are designed to give 
savers more choice over how they utilise 
their retirement savings, removing the 
requirement to buy an annuity.

Pension freedom
According to the Understanding Retirement 
report:
• 	Most	Defined	Contribution	savers	(56	

per cent) aged 55-70 have yet to make 
a decision about how they would like to 
access their retirement savings or are 
waiting to see how the market develops. 
Only 17 per cent were planning to access 
their pension savings under the new 
freedoms in 2015.

• 	Among	this	first	cohort	of	DC	pension	
savers to have access to pension freedoms, 
70 per cent of those who expressed a 
preference wanted to leave all or some of 
their savings invested and draw a regular 
income from their investment (drawdown), 
with two-thirds expecting to access this 
through their existing provider or scheme. 
Just under half (48 per cent) wanted to 
take some or all of their savings as cash. 
There remains some appetite for annuities, 
with 24 per cent of respondents telling us 
that they would like to purchase one with 
all or some of their savings. Those looking 
to take their money in the short term were 
more attracted to the concept of cash than 
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those	further	off	retirement	or	taking	their	
pensions.

•  Of those looking to cash in their savings, 
the majority (63 per cent) wanted to save or 
invest it, and spend it gradually. A quarter 
(26 per cent) planned to spend in on a 
holiday,	car	or	another	one-off	purchase,	
with just under a quarter keeping the money 
for their own future health or care needs.

•  The survey reveals some worrying 
misconceptions surrounding the new 
freedoms. Of the savers we surveyed who 
expressed an interest in drawdown, 53 per 
cent	believed	that	this	option	would	offer	
them a guaranteed income in retirement, 
with a quarter believing there were no risks 
involved. Although many of the cohort 
surveyed	mentioned	a	financial	adviser	
first	and	foremost	when	asked	who	they	
would seek advice from, previous National 
Association of Pension Funds research has 
shown that most savers are unwilling to pay 
for advice: in our work place pension survey 
57 per cent of the savers surveyed were not 
willing to pay anything at all for advice, with 
only 3 per cent willing to pay over £200. 

Since April 2015, people in Britain over 55 
years old have been allowed simply to cash in 
their pension pots, whereas in the past most 
would have had to use the savings to buy an 
annuity which pays a pension until death64.
Parliament 2015-onwards:
Savings and assets were a central focus of 
the Conservative manifesto in 2015, with a 
significant	emphasis	on	the	responsibility	
of the individuals’ ability to save: through 
pensions, Individual Savings Accounts (ISAs), 
and towards home ownership.
January /Feb/March 2016 – Help to Save 
and the Lifetime ISA:
•  Help to Save and Lifetime ISA scheme 

announced by David Cameron during a 
speech focused on improving life chances.

•  The Help to Save scheme will cater for 
those with a “minimum household earnings 
equivalent to 16 hours at the new National 
Living Wage (equivalent to roughly £6,365 
per annum in 2017-2018) or those who are 
still in receipt of Working Tax Credits”.

64	 		National	Association	of	Pension	Funds	(2015),	Pension	Freedoms:	Breaking	the	deadlock	Understanding	Retirement:	Wave	II	Interim	Report.	Available	here:	http://www.plsa.
co.uk/PolicyandResearch/DocumentLibrary/~/media/Policy/Documents/0442-Understanding-Retirement-Wave-2-Interim-Report%20v2.pdf 

65  Money Advice Trust 

•  HM Government explain the incentive rates 
for the scheme: “It will work by providing 
a 50% government bonus on up to £50 
of monthly savings into a Help to Save 
account. The bonus will be paid after two 
years with an option to save for a further 
two years, meaning that people can save 
up	to	£2,400	and	benefit	from	government	
bonuses worth up to £1,200.”

•  A response to consultation on the scheme, 
released	in	October	2016,	confirmed	
that The Help to Save scheme will be 
administered by a single, in-house provider: 
NS&I.

•  The Money Advice Trust release a 
paper with suggestions regarding the 
implementation, suggesting several possible 
improvements	that	could	increase	efficacy	
of the scheme for broadening participation, 
and increasing amounts saved:

 •  “Increase eligibility – call for a review to 
see if eligibility can be increased after 
initial period

 •  Requirement to save for two years – 
current lack of clarity about whether 
if you withdraw money you will lose 
all government bonus. Perhaps 
fairest outcome would be a reduced 
government bonus at the end of 2 
years, relative to how much has been 
removed from the account.

 •  Encouraging a visible reward for savers 
– government money accrued should 
be visible before it is actually available.

 •  Variety of access routes – as well as 
television and phone there should be 
face to face access at Post Offices.

 •  Call for further clarification as to 
whether Help to Save should be 
promoted in regulated debt advice.”65

•  A separate savings scheme, the Lifetime 
ISA, was launched at the same time. Less 
aimed at those on low-incomes but instead 
aimed at a lower age group, the Lifetime ISA 
looked to start young earners on a trajectory 
of lifetime saving. “The problem is that 
far too many people in their twenties and 
thirties have no pension and few savings. 
They	find	pensions	too	complicated	and	
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inflexible,”	said	George	Osborne,	former	
Chancellor of the Exchequer.

Late 2016:
•  September 2016 saw the announcement 

that the mortgage guarantee programme, as 
part of the Help to Buy scheme, was set to 
close (formerly known as FirstBuy).

•  Former Pensions Minister Baroness 
Altmann suggested in November 2016 
that individuals should be encouraged to 
contribute to savings accounts that will fund 
their own elderly respite care.

•  This echoed sentiments of the Conservative 
government in early 2015, when Iain 
Duncan Smith, Secretary of State for Work 
and Pensions at the time, commented: 
“We need to encourage people to save 
from day one, but they need to know that 
they can get some of the money out when 
their circumstances change. This is not 
government policy, but I am very keen to 
look at it, as a long-term way forward for the 
21st century.”

Summary:
Over the past two decades, we have been able 
to observe a slow movement from low income 
savings initiatives like the Saving Gateway and 
Child Trust Fund, towards promoting long-
term saver patterns, with market stimulation 
at the core (see FirstBuy/Help to Buy; Pension 
Freedoms; and the Junior ISA.)
What this shows is a reduction in savings 
schemes that allows low income households 
to decide for themselves what their motivation 
is. For the purposes of this research, there 
are few options at the level of government-led 
savings products that help people who are 
motivated simply to have savings, for short 
term goals, or for targeted life events such as 
beginning a family. 
This is where there is an opportunity for Help 
to Save: like the Saving Gateway the purpose 
of saving through this vehicle is not pre-
defined.	The	saver	is	not	limited	to	saving	
towards a mortgage or a pension, but leaves 
that decision open for the individual. The 
problem, however, is that Help to Save has a 
restricted eligibility criteria. 

Some commentators have mentioned that 
there is too narrow a focus by policymakers 
on savings vehicles altogether. Paul Johnson 
of the Institute of Fiscal Studies (IFS) has 
previously commented on this saying:
“What vehicle people are saving whether 
it’s an ISA a lifetime ISA, or a pension… it 
actually doesn’t matter which of those you 
are doing that much because you are going 
to get a pretty good tax deal,’ he said. ‘We 
obsess too much about the vehicle and I 
think the vehicle now matters less than it 
probably ever has done.” 
The wider point here is that for low income 
savers, the vehicle is probably the least 
pressing issue. What matters is whether low 
income households can save at all. 
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7 The role of new (and old) savings 
initiatives:
Savings initiatives are not limited to government 
and mainstream banks. Other forms of savings 
schemes come from employers, alternative 
financial	service	providers	and,	more	recently,	
FinTech organisations. 
One particularly well known employer-led 
programme was called Save As You Earn 
(SAYE), introduced as the “Savings-related 
Share Option Scheme” in the Finance Act 
1980,	came	into	effect	on	July	1,	1981.	
SAYE, often known as Sharesave, is an all-
employee share option scheme where an 
employee could save from £5 to £500 per 
month	out	of	taxed	pay	on	a	three	or	five	years	
saving contract. Furthermore:
• 	Employees	were	offered	the	option	to	buy	

shares in the company at a future date 
•  A discount of up to 20% of current price 
could	have	been	offered	

• 	Bonuses	were	paid	equivalent	to	fixed	rate	
interest 

•  Treasury Bonus rates could not fall below 
zero 

•  At the end of the agreed period contributors 
to an SAYE scheme can either use the 
money saved, with the bonus and interest to 
buy shares in the company or can have their 
contributions returned 

•  The bonus and any gains made on the 
shares were exempt from income tax and 
national insurance 

•  Capital Gains Tax (CGT) could be payable 
if the amount exceeds the annual personal 
allowance of £11,000 

•  The shares could be transferred into a 
personal ISA.

Alternative	financial	services	providers	like	
credit	unions	have	always	offered	savings	
schemes. More recently creative credit unions 
have	offered	borrowers	the	opportunity	to	put	
aside a portion of their loan repayments as part 
of a savings habit. 

“People don’t save for the sake of saving 
and we find that offering purpose or goals 
for people helps to encourage the savings 
habit. For instance, we might ask people 
to think about the year ahead and when 
their big expenses are likely to occur and 
set savings goals. As well as our Christmas 
Saver account we provide a ‘Nest Egg. 
Account where people nominate their own 
goals, wedding, holiday etc. We encourage 
people to look at household spending (tools 
provided) and allocate an amount for saving.

The Christmas Saver in particular has 
contributed to educating members in the 
benefits of saving with the hope of avoiding 
high cost lenders. Members tend to take 
more notice of the options available to 
them therefore taking steps to becoming 
good money managers. We have a number 
of support materials aimed at educating 
members in the wise use of money and 
understanding that there are options open to 
them.

We don’t really have statistics except to say 
that we calculate a community dividend that 
contributes to freeing up money for saving. 
Last year our members saves £450,000 in 
loan interest by coming to the credit union 
for credit rather than going to high cost 
lenders.”

Chris Canham, Assistant Manager, Hoot 
Credit Union



53 Savings for the Future Solving the Savings Puzzle for Low Income Households

In 2017 the Fairbanking Foundation awarded its 
Fairbanking Mark to Hoot Credit Union’s Handy 
Loan,	an	offer	designed	to	enable	recipients	to	
save a certain amount while repaying the loan, 
which helps to positively develop saving habits. 
In their savings manifesto for lower income 
households, the Centre on Household Assets 
and Savings Management (CHASM) wanted 
to widen the pool of key organisations and 
services	offering	a	savings	scheme	for	
individuals to housing providers, based on the 
principle of overpayment (like with Hoot Credit 
Union):
“Is it possible for housing associations to 
deduct a small amount of weekly/monthly 
rent to pay into a savings account? Could 
housing associations form a bridge between 
state-led savings schemes and community 
based initiatives?”66

FinTech providers (a contraction of “Financial 
technology”), with sophisticated use of data 
analytics, are well-placed to capture moments 
of spending habits that we are unaware of and 
use them to entice us to save more. 
These new providers are also in a position, by 
being available on a mobile device, to utilise our 
‘inertia’ or our idle time to prompt us to make 
very simple steps to save small sums. 
For example Moven, in the US, whose new 
ventures	will	include	offering	the	service	to	
the UK67, has designed a tool called Impulse 
Savings which provides real time feedback on 
when your spending is below typical so that you 
can take advantage of those moments to save 
towards items on your wish list.
For this project we spoke to six FinTech 
providers to get a tech-led perspective on 
what motivates people to save, how we can 
encourage low income individuals to put money 
away, and what messages could prompt a re-
think	of	our	finances	that	empowers	us	to	be	
more	financially	resilient	at	the	same	time.	

66	 		CHASM	(2016),	Birmingham	Savings	Summit	Towards	a	Savings	Manifesto	for	Lower-Income	Households	Briefing	Paper.	Available	here:	http://www.birmingham.ac.uk/
Documents/college-social-sciences/social-policy/CHASM/briefing-papers/2016/birmingham-savings-summit-may2016.pdf 

67  https://www.finextra.com/newsarticle/30097/moven-launches-uk-money-monitoring-app 

Pockit is a prepaid card that allows people, 
even those without a bank account, to use 
an electronic payments card. The card has 
no monthly fees or hidden charges and is 
available after a one-off 99p payment.
Virraj Jatania is its CEO and co-founder:
“From one perspective the definition of 
“savings” is different for our customers. 
Narrowly defined, saving might be putting 
money aside to purchase a home but from 
our customer’s perspective that’s got far 
less meaning.
Saving has much more to do with what they 
are not spending. They are not necessarily 
in a position to think about saving in the 
very long term, it’s more of a monthly 
exercise. It means a very different thing. 
We’re always amazed at how customers 
juggle their funds, and they really know how 
to handle their money. However often they 
simply don’t have a lot of it”. 
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Oval Money is a web and mobile app that allows people to manage 
their money. The app automatically budgets and tracks your spending 
and gives you updates and tips by way of prompts to be able to 
manage personal accounting on the move. 
Benedetta Arese Lucini is its co-founder: 
“We allow the sharing of your saving behaviour with friends with our 
service	to	create	an	element	of	peer	behaviour.	What	effects	does	peer	
saving	have?	Discussing	finances	with	peers	is	said	to	have	a	positive	
effect.	
We also have an element of ‘behavioural change’ in the design of our 
group saving initiative. 
We	find	groups	of	people	who	are	willing	to	share	some	details	about	
their	saving	with	others.	Some	reluctant	at	first,	some	people	feel	better	
talking about saving money than others. For inspiration we looked at 
leading health apps where there is an element of sharing behaviour; 
you build your community of friends, and the app lets you plan to save 
a certain amount. 
It could either be group saving or more competitive. You don’t need to 
share actual numbers, but savings activities. 
We don’t want people to spending their savings straight after, though. 
This saving should be for personal enhancement, not necessarily for 
holidays or short terms.”

Salary Finance	is	an	employee	benefit	which	helps	staff	to	improve	
their	financial	health	and	pay	down	their	debts	faster,	particularly	
those who may be paying high interest and fees from expensive credit 
products. The platform is online and can be navigated from mobile, 
tablet or PC. 
Asesh Sarkar is their co-founder and chief executive:
“People will generally use savings in a variety of ways: to save enough 
for	a	buffer,	so	if	something	unexpected	happens	you’re	not	forced	
into	high	cost	credit;	or	a	buffer	to	get	a	guilt-free	treat.	Also,	long	term	
goals: children’s education, and then at the wealthier end investments. 
Currently we see only the availability of very poor budgeting tools: if 
people were given the ability to budget better, through a savings tool, 
this would help them to establish the type of savings behaviour they are 
comfortable with. 
Our way of thinking, we want to use inertia to help people into good 
habits. One way is a campaign to put away 5 per cent of an individual’s 
income. You would never actually see that money so it would never 
be	missed.	Another	idea,	pay	rises	linked	to	a	savings	account	–	the	
proportion of savings increases if you’re paid more. The key thing is that 
it is linked to inertia.” 
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Pariti is a free money app that reads your 
bank and credit card account data and 
calculates a weekly sending budget and 
forecasts if you’re likely to go overdrawn.  
Matt Ford is Pariti’s founder:
“Savings is a really complex subject: 
something we’re increasingly focusing our 
attention on. 
We originally set up as something to help 
people with debt, but people with overdrafts 
or credit cards often didn’t consider 
themselves to be in debt. Similarly with 
savings, it wasn’t like you were doing one or 
the other, i.e. saving or not saving.
Is	paying	off	a	debt	saving?	There’s	not	one	
type of saving. But often for people saving is 
only long term. Is saving actually just keeping 
a bit back? 
Describing savings is easiest when you want 
a	car,	or	saving	for	Christmas	–	essentially	
when you’re saving for something ahead. 
It’s clear what that is. Savings becomes less 
obvious	when	it’s	building	a	buffer	in	your	
current	account,	or	saving	money	to	pay	off	
debt	–	often	that	isn’t	thought	of	as	a	saving.	
Also “Savings” isn’t always what people 
want to do, but they want to get married or 
something else: not ‘saving’ as such.”

gohenry is a pocket money card for 
managing children’s pocket money through a 
prepaid card. For young people between the 
ages of eight and 18 it is a way to learn about 
spending	and	saving	for	the	future	–	but	
through an actual payments method. 
Dean Brauer is Product and Ecommerce 
Director:
“Savings is usually for two things: saving 
for an item or for the future. An interesting 
thing on the content we publish for parents is 
the	difference	between	long	and	short	term	
goals,	why	they	are	different	and	why	they	are	
needed. 
Like with adults it’s no fun to earn money, 
save your money and never spend it. For 
kids, before they use gohenry, they’re 
probably thinking I’m 8 and want a car when 
I’m 16, but that’s a good opportunity to learn 
the	difference	between	long	and	short	term	
savings goal. The discussion should be about 
you paying the things you pay for and then 
‘delayed	gratification’.	
But goals should be achievable, for the 
gratification:	spend	3	weeks,	save	3	weeks.	In	
our system, saving is saving for the thing you 
want.” 

Squirrel offers	an	account	making	it	easier	for	
people to stick to a budget and save money. 
It	is	a	financial	wellbeing	platform	startup	that	
helps people regain control of their money. 
Mutaz Qubbaj is its CEO:
“Savings has a few meanings: making sure 
you have enough to sustain in case of a hit; 
to	hit	the	financial	goals	you	want	rather	than	
what you need; and the right structure that 
works for both those goals. 
Building	up	for	unexpected	costs	–	it’s	the	
first	port	of	action,	and	we	have	built	that	into	
our platform as a suggestion: it’s taken up by 
80 per cent of customers. Customers tell us 
they’ve	avoided	use	of	payday	loans	off	the	
back of this.” 
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The content of the interviews demonstrate 
that there is a huge opportunity and potential 
for	FinTech	to	not	only	offer	budgeting	tools	
that	can	help	with	saving,	but	also	offer	fresh	
thinking about how savings can be achieved, 
particularly among low income households. 
The themes are very interesting: saving can 
often be perceived as not spending; peer 
saving	can	have	a	positive	effect	(this	theme	
came up among our millennials segment 
as well); inertia can be utilised to spur on 
saving; the act or desire to save isn’t always 
considered	“saving”,	and	sometimes	doesn’t	fit	
with	a	narrower	definition	of	what	“savings”	is	
perceived to be; savings sometimes isn’t fun, 
neither for children nor for adults; and, savings 
is a way we structure money as well as a set of 
targets we wish to reach (such as a goal). 
One challenge for FinTechs is the set of rules 
on	offering	savings	products.	In	order	to	be	
able	to	offer	a	savings	product	firms	have	to	
have permission to accept deposits in the 
UK. This means that currently FinTechs act 
as a facilitator digital platform and not as a 
financial	institution.	They	also	work	with	third	
party	financial	institutions	to	facilitate	and	hold	
clients’ money. 
Beyond that, there is a real opportunity for 
FinTechs	and	financial	health	organisations	
to work together on setting product design 
principles that are best suited to the low 
income savings types described in this report.
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8 Does informal saving contribute 
positively	to	financial	resilience?

68   Rowlingson, Karen and Stephen McKay (2015), Financial Inclusion Annual Monitoring Report 2015. Available here: http://www.friendsprovidentfoundation.org/wp-content/
uploads/2015/10/University-of-Birmingham-Financial-inclusion-report-2015-final.pdf 

69	 	Shelter/YouGov	poll:	https://england.shelter.org.uk/media/press_releases/articles/one_paycheque_away 

There is a clear need to save: only 28 per cent 
of the population would be able to raise £200 
in	an	emergency	‘without	difficulty’,	falling	
from 46% in 201468. Moreover, according 
to Shelter one in three working families in 
England	could	not	afford	to	pay	their	rent	or	
mortgage for more than a month if they lost 
their job69. 
But	the	point	of	this	research	is	to	find	what	
is	most	effective	in	getting	low	income	
households to a position where they are 
more	financially	resilient;	to	increase	financial	
resilience through building up small sum 
savings at periods when the individual feels 
most	financially	comfortable	doing	so,	when	
they’ve accounted for all other essential 
expenditure. 
“I feel like I start to be aware of where 
money goes; you just confirm to yourself 
that you do the right things, and avoid 
doing anything wrong – and you’re more 
aware of what possible mistakes you can 
make with money; if I didn’t go online or 
read a review on money saving.”
(Emilija, 46, Looking after home or family)

But how do we encourage this behaviour, or 
empower people to save in this way? The 
primary task is to prompt thinking about 
savings in a way that: 

• Can compete with life’s other pressures 
(e.g. choosing to save over careless 
spending)
• But doesn’t indirectly penalise individuals 
during periods where savings cannot 
be achieved or should not necessarily 
be prioritised (such as when the priority 
should be paying down the mounting costs 
of debt). 

Furthermore,	we	find	that	just	having	some	
savings can lead to an individual being more 
motivated to contribute more in saving in turn 
(Davis et al, 1987; Kempson, 1998). Evidence 
that this might be the case comes from 

patterns of low income saving behaviour from 
the existing evidence, the admission of just 
having a savings pot being a motivating factor 
during our primary research, and the previous 
success of particular governmental initiatives 
motivating low income households to save. 
But a remaining question is this: if being a 
passive saver (just having a pot of savings, for 
example through a windfall or inheritance) and 
being an informal saver both produces proof 
of a sum of savings (i.e. evidence that the 
individual has got a quantity of savings), which 
we contend here is itself a motivator for saving 
more, then why is one better than the other at 
facilitating	financial	resilience?	

“It’s always difficult to put 100 pennies in 
a pot to put away, but after you have 1000 
pennies it’s easy. That’s what I say to my 
grandson, and that’s what I was told by 
my Father”.
(Terry, 75, pensioner) 

The answer we suggest is that simply having 
money in order to be resilient against potential 
financial	difficulties	is	only	one	component	
of	financial	resilience.	Another	component	
is	knowing	how	best	to	cope	in	a	difficult	
situation even if the hypothetical pot of money 
is not available, and to be able to make 
decisions	in	difficult	situations	which:

• Help reduce the stress of the existing 
difficult	financial	situation	(e.g.	an	
unexpected bill), and
• Prepares that individual for future 
potentially	difficult	situations	(e.g.	avoiding	
use	of	unaffordable	credit	as	a	sticking	
plaster for unexpected events). 

The hard reality is that goals-based savings for 
reward-treats (holidays, shopping trips) may 
only	build	up	so	much	financial	resilience,	and	
that	will	primarily	be	among	those	who	find	
it relatively easy to part with money they’ve 
already mentally assigned for that reward-
treat (if that money now has to be used for an 
emergency cost). 
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For example it is possible that an individual 
with	a	fixed	reward-goal	in	mind,	as	a	key	
motivation for saving, will not actually make 
a	decision	that	improves	their	future	financial	
resilience (to borrow from their savings, for 
instance)	if	they	find	themselves	in	a	difficult	
financial	situation.	
Another example is if a person is very wedded 
to a holiday that will cost £150 and, after 
savings,	find	they	are	running	low	on	money,	
rather than dipping into their savings choose 
to borrow from a commercial lending provider. 
We know that whatever the terms the lending 
provider	offers,	it	would	have	been	cheaper	to	
effectively	borrow	from	the	savings	and	pay	
back into the savings over time (and given 
how low interest rates are this is most likely 
the case for anyone). 
But for those that say maximising savings is 
the most important thing to do, come what 
may, borrowing would become the only 
desirable option, even if that meant costing 
the individual more over time. 
For the purposes of the evidence in this 
research, however, we can say that if an 
individual’s goal is just to save, and they 
become motivated to save through the 
knowledge that they have a growing pot of 
savings, then the use of that savings money 
becomes less restricted. 
Does that potentially mean that person will 
never have a holiday because they are not 
saving for it? Not necessarily, because an 
individual can be a reward-treat saver and 
someone who is saving just to have savings at 
the same time. 
Finally there is increasing interest in, and 
evidence to support, looking at how to re-
purpose particular payments behaviours into 
savings behaviours. Previous and existing 
initiatives, such as workplace programmes 
like Save as You Earn and from certain credit 
unions Save as You Borrow, all show certain 
successes. 

70   Burjorjee, Deena M., and Barbara Scola (2015), A Market Systems Approach to Financial Inclusion Guidelines for Funders. Available here: https://www.cgap.org/sites/default/
files/Consensus-Guidelines-A-Market-Systems-Approach-to%20Financial-Inclusion-Sept-2015_0.pdf 

Supporting savings behaviour: creating 
change and lasting impact
Though	a	number	of	different	savings	
behaviours have been demonstrated by low 
income individuals in this research, there still 
needs to be a support system that can assist, 
encourage and help build on those behaviours 
and	on	an	individual’s	financial	resilience.	
Realistically such a support system is not 
going	to	appeal	to	everyone.	Any	financial	
support programme will struggle to entice 
and enrol everyone, even those it would most 
certainly	benefit.	
Nevertheless the development of this support 
system would be framed around what we 
know about low income savings behaviours, 
particularly through informal savings. One 
thing such a support system would need is a 
theory of change. 
A theory of change is a comprehensive 
description of why we can expect a desirable 
change to result from a particular context or 
set of inputs. It also sets out to explain what 
comes between and connects an aim and a 
desired impact. 
The Consultative Group to Assist the Poor 
(CGAP)	defines	a	theory	of	change	on	matters	
relating	to	financial	inclusion	broadly	on	four	
levels:
•  At the highest level a theory of change 

should state the intended outcomes and 
the impact it will likely have on an intended 
group

•  At the next level it should explicitly set out 
which	matter	relating	to	financial	inclusion	
(or	in	this	research,	relating	to	financial	
resilience) it intends to contribute

•  At the lower level the theory of change 
should identify the systemic change that will 
help achieve the desired targets

• 	And	finally	the	last	level	should	describe	the	
interventions that bring about the desired 
systemic change, or in this instance the 
creation of the right support system.70
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Outcomes:

•  An individual is empowered to monitor their informal savings by equipping that individual 
with the means to personally record and monitor spending, debt repayment (where 
applicable), and saving amounts

•  An individual is empowered to personally assess at what stages throughout the week or 
month	they	think	about	money	the	most,	and	what	specific	day-to-day	occurrences	might	
trigger thinking about saving

•  An individual is empowered to be a ‘responsive habitual saver’: someone who can regularly 
put money away after commitments are paid and accounted for, and after contingency 
savings are made. We refer to ‘responsive habitual saver’ because we recognise there 
will be times when an individual will be motivated to save, but are responsive enough to 
their	financial	situation	to	know	that	they	will	not	be	able	to	save	money.	We	feel	this	is	
correct because evidence found in this research says that over-ambitious goals can be de-
motivating.  

• 	An	individual	is	empowered	to	independently	improve	their	own	financial	resilience	through,	
among other things, their own informal savings behaviour. 

•   An individual is empowered to manage a budget towards the stated aims by the Money 
Advice	Service	on	financial	wellbeing:

•  Managing credit (not only reducing problem debt, but also revolving credit 
balances - the portion of credit card spending that goes unpaid at the end of a 
billing cycle)

• 	Financial	engagement	(which	MAS	define	as	“making	time	for	one’s	finances,	not	
just living for today”)

• Considered spending 
• Active saving (which will be made easier as a result of doing the above)

71

Contribution towards financial resilience:
•  Developing a simultaneous programme that increases the knowledge, and confidence	in	how	

to use that knowledge, on issues around priority and non-priority debts, spending, switching 
providers	(for	example	for	utilities),	cheaper	tariffs,	digital	capability,	and	online	shopping

•  Encouraging an individual to assess their typical weekly/monthly income and outgoings (if 
they are not doing so already)

•  Identifying which type(s) of saver (if any) an individual is through interviewing based on the 
savers	types	we	have	identified	in	this	report. 
 

71	 Money	Advice	Service	(2016),	Measuring	financial	capability	–	identifying	the	building	blocks:	Understanding	what	drives	or	inhibits	consumers’	financial	wellbeing	and	
resilience: An in-depth analysis of the UK Financial Capability Survey. Available here: https://masassets.blob.core.windows.net/cms/files/000/000/570/original/A4_MAS_Fincap_
Measuring_Financial_Capability_Building_Blocks_Nov2016.pd 

To this end, our theory of change for supporting low income savings behaviour 
(some of which directly contributes to our recommendations) will consist of: 
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Systemic change or, the creation of the right support system:
•  Creating a support system in an environment where an individual can already 
receive	advice	on	their	financial	management,	such	as	in	a	debt-advice	setting	
or	with	a	provider	of	financial	services,	to	deliver	a	programme	designed	to	
help build up savings behaviour based around what we have learned from low 
income saving behaviours.

• 	Over	time,	encouraging	a	variety	of	different	organisations,	including	
employers,	housing	providers,	utilities	providers,	and	providers	of	financial	
services, to develop ways (mindful of rules on deposit taking) of allowing 
individuals to overpay on their commitments in a way that could help facilitate 
informal savings behaviour. 
 

Initial steps to create the correct support system:
•  Before the right support system can be created a partnership must be 

developed between a small number of organisations, invested in the principles 
of	improving	people’s	financial	resilience,	in	order	to	support	individuals’	
savings behaviour

• 	For	the	benefit	of	some	saver	types,	that	partnership	must	also	be	developed	
with the capability and capacity to design and create a simple-to-use 
monitoring	device	for	those	people	who	would	benefit	from	personal	saving/
spending tracking, but who don’t wish to use a bank, or who are currently 
unable to use a bank account or existing spending and saving app connected 
to bank account transactions. 
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Recommendation 1: 
Support programme using insight from this research. In particular, this programme would be 
able	to	develop	specific	interventions	based	around	the	six	specific	saver	types	identified.	
Additionally:
 Outcomes of this programme would be able to determine whether having a stock of informal 
savings is useful in building up long term savings
 An evaluation should establish whether short term savings goals leads to long term savings 
goals, more ambitious short term savings goals, or stays the same over the period of the 
programme
 Subsequent programme evaluation will monitor to what degree spend-saving and short-term 
jam-jarring can help an individual build up a medium or long term savings habit and would 
begin to answer the question of whether ‘responsive habitual saving’ can be learned or whether 
it is developed early on in life. 

This	research	defines	a	new	concept	of	the	‘responsive	habitual	
saver’: someone who can regularly put money away that they put 
aside after commitments are paid and accounted for, and after 
contingency savings are made; so-called because there will be times 
when an individual will be motivated to save, but are responsive 
enough	to	their	financial	situation	to	know	that	they	will	not	be	able	to	
save money. 
In the monitored spending/savings interviews carried out in this 
report, it was found that money saving was either:

• Realised impulsively, through abandoning plans to spend money 
on things deemed unnecessary
• Saving was being closely planned anyway at the beginning of the 
month, or
• Money was only available for necessary spending so saving 
wasn’t possible. 

This gives a snapshot qualitative understanding for how savings are 
understood by an individual throughout the month. 
In order that people are empowered to make the most of their savings 
habits,	and	increase	their	financial	resilience,	the	creation	of	a	support	
system that responds to how people save, and not assume a one-
size-fits-all	approach,	is	essential.	
This	programme	will	work	in	partnership	with	a	range	of	different	
organisations,	including	financial	service	providers	and	FinTech	
designers,	to	develop	an	intervention	around	the	specific	savings	
categories that our participants fall into. This programme will also 
enable	participants	to	independently	improve	their	own	financial	
resilience through their own informal savings behaviour and help them 
to be a ‘responsive habitual saver’.

Conclusions and recommendations
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Recommendation 2:
The	new	financial	support	programme	
should create personalised ways in which to 
help	people	find	savings	goals	to	achieve.	
This will help more people to become 
‘responsive habitual savers’. 

The review of savings behaviour literature, in 
this	report,	finds	evidence	for	the	importance	
of setting savings goals, but ensuring those 
goals are not too numerous or potentially 
unachievable. During the qualitative evidence 
it was found that savers tended to focus on 
immediate, short term issues, such as family, 
or	just	to	have	savings	put	away	–	in	case	of	
unexpected occurrences or because having 
savings is considered the right thing to do. 
A possible dilemma is that while having 
this motivation for saving works for people 
currently there is the risk that saving can 
become less of a priority if it’s not linked to 
a	specific	goal.	Another	risk	is	if	that	goal	
is set externally (e.g. a savings scheme to 
be used only against buying a home) it can 
be demotivating if it’s not a priority for the 
individual	saver.	To	find	a	balance,	the	financial	
support programme should, throughout its 
duration, assess whether people could be 
steered towards being a Safety-Net Saver 
or Life-Goal Saver but have yet found an 
achievable goal yet.
For someone interested, for example, in 
savings towards life-goals, such as for 
their pension, then they may need further 
information to help them. For example the 
programme lead may wish to talk through 
information on the Lifetime ISA for those who 
may	benefit	from	it.	

Details	on	where	they	can	find	more	
information can be provided within the context 
of	a	financial	support	programme	(such	as	
through MAS or The Pensions Advisory 
Service), or, if relevant, in a debt or legal 
advice setting. Potential information that may 
need	passing	on	to	beneficiaries	of	these	
services could include for example:
•  If an individual reaches Pension Credit age 

(which is gradually going up to 66) and their 
partner is under Pension Credit age, they 
might not be able to make a new claim for 
Pension	Credit	–	and	they	both	might	have	
to claim Universal Credit instead

•  Savings Credit is an extra payment for 
people who saved some money towards 
their retirement, eg a pension, though an 
individual may not be eligible for Savings 
Credit if they reached State Pension age on 
or after 6 April 2016

•  Financial support and guidance for starting 
a family.
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Recommendation 3:
Savings tracking will be a vital component of 
the	financial	support	programme,	which	will	
be	developed	around	financial	and	digital	
capability. 

One of the components of this programme 
will be the development of a digital/app-
based spending diary which facilitates and 
encourages	reflection	on	spending.	This	diary	
can also facilitate the recording of informal 
savings for those whose own savings is itself 
a reward. This diary will also be available to 
people without a bank account who have 
moderate digital skills, and be modelled along 
the same lines as the existing SnapSpend 
prototype app, developed by Toynbee Hall 
in partnership with Quaker Social Action for 
consumers who primarily use cash72.

Recommendation 4:
Test ways of automating savings through 
Universal Credit payments.

One idea is to run a pilot which allows 
Universal Credit (UC) claimants to have a 
defined	portion	of	their	payments	deposited	
automatically into a savings account, following 
a previous recommendation of the Behavioural 
Insights Team (BIT)73 for individuals to choose 
to have the savings mechanism automatically 
switched	off	once	they	accumulate	say	£250,	
and then automatically switched back on 
again if their savings drop below this level. 
Any future pilot should be carried out on an 
opt-out basis, but an initial scoping exercise 
should take place beforehand to ensure that 
UC	claimants	involved	will	not	suffer	detriment	
as a consequence of contributing to a savings 
pot. For example:
• 	Those	in	significant	debt	might	not	be	

considered for the pilot
•  Those facing sanctions will automatically 

have their automated savings stopped and 
only re-introduced on an opt-in basis, to 
ensure against causing detriment. 

72   See p.6 of Toynbee Hall’s 2016 Impact Review for an introduction to SnapSpend. Available here: http://www.toynbeehall.org.uk/data/files/Reports/IMPACT_REVIEW_16_06V3.
pdf 

73   P.42 of their report Poverty and Decision-Making. Available here: http://38r8om2xjhhl25mw24492dir.wpengine.netdna-cdn.com/wp-content/uploads/2017/02/JRF-poverty-and-
decision-making.pdf 

74  Help to Save: A savings account designed for the 3.5 million workers who receive working tax credits or Universal Credit. The scheme will see those eligible able to save up to 
£50 a month and receive a bonus of 50 per cent – a maximum of £600 – after two years. Savers can continue to use the scheme for a further two years and earn up to another 
£600.

Recommendation 5:
The provision of the Help To Save74 
scheme	must	fit	around	the	principle	of	the	
‘responsive habitual saver’ in this research. 
Communication around Help To Save must 
provide information regarding the need to 
prioritise outstanding debts over saving.
 

The Help to Save scheme should encourage 
low income households to be saving, but 
on the basis that they become ‘responsive 
habitual savers’ in order that making savings 
does	not	end	up	interfering	with	their	financial	
health in other ways (e.g. not prioritising 
outstanding debts). 
Furthermore, the level of success of Help to 
Save	–	estimated	a	suitable	period	of	time	
after	its	rollout	–	should	prompt	a	conversation	
at government level about re-thinking the 
eligibility criteria from just people in receipt of 
working tax credits or universal credit. 
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Recommendation 6: 
Encourage Save Up75	programmes	from	a	range	of	alternative	financial	providers	to	help	
their customers build up contingency savings and turn habitual debt repayment behaviour 
into savings behaviour. 
Financial service providers that could introduce a form of Save Up programme (where 
they are not already doing so) include:
• Banks
• Building societies
• Credit unions 
• Community Development Financial Institutions 
• Payday lenders
•  High cost instalment products lenders (to distinguish those organisations formerly in the 

payday loans market that now provide only 29-90 day products)
• Home credit companies
• Pawnbrokers
The way a Save Up programme could work in the following ways:
•  The voluntary option for an individual to electronically pay back more money towards a 
debt,	or	after	that	debt	has	been	paid	off	to	continue	making	similar	payments,	to	put	into	
a separate savings account, or

•  The voluntary option for an individual to physically, in-store, pay back more money 
towards	a	debt,	or	after	that	debt	has	been	paid	off	to	continue	making	similar	payments,	
to put into a separate savings account. 

•  Where a lender is not licensed to hold savings, to divert money through overpayments to 
a licensed savings product. 

Saving Up programmes in the UK, so far, have been designed and 
marketed primarily by innovative credit unions and mainstream banks. 
Those	financial	institutions	that	currently	offer	this	service	generally	
testify to their popularity. However enabling consumers to overpay 
on their debt commitments, or continue paying the same in debt 
repayments after that debt has been repaid in full to contribute to 
a	savings	pot,	will	not	be	forever	limited	to	those	kinds	of	financial	
institutions alone. 
Therefore partnerships should be developed among a variety of 
authorised lenders and providers of savings tools, such as FinTech 
providers, who can help turn debt repayment behaviour into a savings 
habit. There is just one existing partnership along these lines at the 
moment.76 

75  Save Up is our name for an initiative involving rounding up to the nearest pound after spending money on an item and transferring that rounded amount into a savings account.
76  https://www.oakam.com/en/company/press/oakam-partners-with-oval-money 
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Recommendation 7:
Encourage new FinTech providers to liaise with services and 
organisations	developing	principles	around	financial	health,	as	a	way	
of	ensuring	that	the	design	of	existing	and	future	financial	products	
and services are done with the digital needs of low income households 
in mind. This partnership to be formalised under the banner: 
FinHealthTech. 
The provision FinHealthTech could look towards the US Center for 
Financial Services Innovation’s COMPASS principles, which are:
1. Embrace Inclusion: Responsibly expand access. 
2.	Build	Trust:	Develop	mutually	beneficial	products	that	deliver	clear	
and consistent value. 
3. Promote Success: Drive positive consumer behaviour through smart 
design and communication. 
4. Create Opportunity: Provide options for upward mobility77.

77

UK FinTech is already demonstrating that it is playing a major part in 
the	shaping	and	development	of	future	financial	services	and	products.	
There is an opportunity for smaller and more nimble providers to cater 
to	consumers’	specific	needs,	for	example	apps	that	allow	individuals	to	
make small amounts of savings whilst shopping. However, historically 
the	specific	needs	of	low	income	consumers	tends	not	to	be	as	high	
a priority as it should. Therefore the creation of formal partnerships, 
at	the	point	of	new	product	design,	of	FinTech	providers	and	financial	
health	organisations	such	as	debt	advice	charities	and	financial	support	
programmes is vital. 

77  Available here: https://www.newyorkfed.org/medialibrary/media/outreach-and-education/workforce-development/CFSI-Compass-
Principles.pdf



66 Savings for the Future Solving the Savings Puzzle for Low Income Households

Recommendation 8: 
FinTech providers should integrate a method of savings into their 
financial	capability	tools,	to	encourage	saving	small	amounts	at	little	
inconvenience	to	the	individual.	For	those	that	already	do	offer	this,	
the	ability	for	the	user	to	create	different	savings	pots	(e.g.	“short	term	
pot”, “long term pot”, “holiday pot” etc) should be considered. 

For those FinTech providers already committed to developing products 
around	the	needs	of	financial	health,	helping	their	customers	to	make	
savings through their products (including using data analytics around 
spending behaviour to prompt someone when they have made a weekly 
saving on their purchases, with the intention of allowing that individual to 
move that quantity of savings into actual savings) is vital. 
 

Recommendation 9:
Investigate	the	effects	of	introducing	savings	auto-enrolment,	on	an	
opt-out basis, in workplaces including with employers in low waged 
sectors (e.g. retail, social care, hospitality). Furthermore, explore the 
possibility of adapting the scheme for the purpose of contingency 
savings which can be relatively easy to access should an unexpected 
cost suddenly materialise. 

Part of the success of automatic enrolment for pensions has been put 
down to how easy it is for the saver: an employee has to opt-out, rather 
than opt-in to the scheme. This means that on balance the same amount 
of	effort	will	be	needed	by	an	individual	to	leave	the	savings	scheme	as	it	
once would to enter into one.
As we’ve found with evidence from the US with Individual Development 
Accounts (IDAs) (matched savings accounts designed to help the 
working poor save for a home or other assets), the fact that signing 
up	no	longer	takes	any	personal	administrative	effort	has	added	to	the	
success of keeping people saving for longer periods (Huang, 2009). 
To this end, one idea would be introducing an auto-enrolment scheme 
in the workplace for savings. This has the potential to help low income 
households build up a savings pot via their employer. 
The introduction of a pilot scheme to test the feasibility of introducing 
a contingency savings element would allow people to make savings 
automatically deducted through their wages, on an opt-out basis, for 
short term savings goals such as a holiday or Christmas. 
Such a pilot scheme would also need to assess the impact that a short 
term saving option would have on individuals continuing with pension 
auto-enrolment. 
If the pilot is successful it is likely that primary legislation would be 
needed to allow employers to allow automatic enrolment on a service 
other than pensions. Otherwise the scheme would have to be on an opt-
in basis and therefore lose its main appeal: low friction78.

78  A point raised by Jake Eliot, Money Advice Service, during our evidence sessions. 
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Recommendation 10:
Assess the feasibility of a wide rollout of deposit-taking cash machines 
in the UK, to enable consumers to deposit small change into their 
savings accounts. This contributes to ensuring cash and cash 
machines stay relevant, in the age of electronic/digital payments, which 
is of particular concern for informal cash savers. 
Additionally:

•  IADs (independent ATM deployers) should assess the feasibility 
of having a deposit function that allows individuals to put money 
into a savings account via their machines

• 	All	financial	services	providers	with	a	high	street	presence	should	
assess the feasibility of featuring a free-to-use ‘coin machine’ 
in bank branches (as a number of banks have already started 
doing)	to	allow	people	to	convert	loose	change	–	often	the	result	
of	informal	savings	methods	–	and	put	it	directly	into	a	savings	
account.

 
Physical	cash	and	ATM	use	is	still	a	vital	part	of	the	financial	lives	of	low	
income households in the UK. The proportion of households that earn 
up to £9,999 relying on cash is 62 per cent in the UK (18 per cent of 
households earning between £10,000-£19,999, and 17 per cent earning 
£20,000-£39,999). 
Moreover,	the	LINK	Financial	Inclusion	Programme	has	identified	2,651	
deprived communities in the UK that need a free-to-use ATM and has to 
date resolved that issue for two thirds of communities. Therefore there is 
an opportunity to use this vital source not just as a way for individuals to 
access their cash, but to deposit savings. 
Over 40 per cent of Banks and Building Society ATM users use the 
deposit function but this has declined over recent years, which could be 
related to the rise of Independent ATMs, or Independent ATM Deployers 
(IADs),	many	of	which	do	not	offer	the	deposit	services.	These	ATMs	
are most commonly found in small cornershops and play a key part in 
allowing individuals to access cash in local communities, particularly in 
low income areas.
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Recommendation 11:
An independent evaluation is needed in order to determine the 
effectiveness	of	impulse	savings	products	and	whether	they	help	
people’s savings behaviours over the short and long term. It would also 
be	necessary	to	judge	any	demographic	differences	this	might	have,	
particularly on those in low income households.  

There	is	no	doubt	of	the	benefits	of	this	type	of	savings	function:	
identifying money that some people will consider “spare change” and 
using	it	directly	to	build	up	a	savings	pot	has	the	dual	benefit	of	being	
easy to use and rewarding when an individual learns how much they’ve 
built up. 
While	there	is	evidence	that	consumers	find	impulse	saving	services	
an easy way to generate contingency savings, less is known about the 
degree to which this type of saving helps savers form medium or long 
term savings behaviour, or even if this improves an individual’s overall 
financial	confidence.
An	evaluation	would	for	the	first	time	provide	an	independent	analysis	
of	the	impact	of	innovative	savings	initiatives	offered	by	mainstream	
financial	services	providers,	such	as	Nationwide’s	Impulse	Saver	and	
Lloyds’ Save the Change, but also of the myriad alternative providers 
that allow customers to round up their change and FinTech providers 
who are developing products around saving small amounts at times 
when they are making purchases.
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Recommendation 12: 
Build	financial	capability,	including	savings	and	dealing	with	highly	
pressured situations, into a range of existing services. Encourage this 
in the context of evidence around how people have knowledge, and 
use that knowledge under particular circumstances. 
These services will include:

• Debt advice services 
• Income maximisation 
• Housing advice. 

The	need	for	financial	capability	and	resilience	to	be	included	as	a	key	
part of the services provided within the debt advice sector is already part 
of the Money Advice Service’s Financial Capability Strategy. But one 
way	to	make	this	as	effective	as	possible	is	to	consider	the	difference	
between ‘knowledge’ and ‘use’, as referred to in this report, as well as 
the	concept	of	‘scarcity’	–	an	incredibly	useful	way	in	which	describe,	
among	other	things,	knowing	how	to	deal	with	personal	financial	crises	in	
theory and being able to deal with those crises in real life. 
One of the assumptions underlying the concept of ‘scarcity’ is that 
some people, including many people on low incomes, save for the same 
reason	they	borrow:	to	satisfy	a	short-term	need	or	a	specific	expense.	
There is evidence provided in this research to suggest that this is true for 
some people. Instead of condemning this behaviour, it should instead 
be understood properly. Where applicable debt advice needs to help 
reinforce for clients that in order to prepare for the future, it is essential to 
think about unforeseen circumstances. Advisors talking through possible 
future unforeseen circumstances with a client can begin to address the 
problems ‘scarcity’ brings. 

Recommendation 13:
Develop a partnership between a personal 
financial	support	organisation	and	a	bank	or	
FinTech provider to host an online remote 
group savings network. 

Many participants during the qualitative research in this report were 
certain that a trusted group-setting where feasible goals were set 
independently would be a good motivator to increase informal savings. 
Simple data analytics tools would also allow savings targets to be 
determined automatically, based on savings behaviour of the group. 
Being done via an app could mean that savers can link it to their bank 
account or prepaid card, where applicable, and prompts to save could 
be carried out gauging spending behaviour.
The partnership could be set with the growing number of services 
available pooling together groups of family and friends to make 
peer-to-peer borrowing easier. Organisations like MoneyFellows and 
MoneyCircles are already in this space.
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Recommendation 14:
The development of a pooled service or 
scheme for freelance or self-employed 
individuals who lack the access to auto-
enrolment schemes that other employees can 
take advantage of. 

One idea is the development of a service 
that pools together groups of self-employed 
individuals giving them the opportunity to save 
together, or jointly run an insurance scheme 
where a service provider acts as a mediator 
between those individuals. Another licensed 
intermediary will be needed to hold those funds. 
The model could be run in the same way as the 
so-called “bread fund” model in the Netherlands 
(broodfond is the Dutch name for a group of self-
employed people who make monthly payments 
into a fund to provide a basic income for anyone 
in the group who becomes too ill to work). 
In the Netherlands each fund will have an elected 
member to manage the group and be a conduit 
between fund members. Payouts will typically be 
at the discretion of the fund manager. 
This would involve a feasibility study for bringing 
the concept to market, a pilot phase involving 
participating organisations that use casual labour 
on a regular basis, perhaps linking with other 
employee assistance programmes, and also 
a communication exercise by employers, Job 
Centres, advice agencies, food banks and the 
Department for Work and Pensions. 
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Recommendation 15:
Research should be commissioned to look at the ways in which low 
income households in the UK (and abroad) are using social capital to 
reduce the cost of insurance products or non-traditional methods of 
insurance.
The research would look at the following:

• In	what	ways	the	poverty	premium	is	affecting	the	consumer	
choices of low income households
• The	degree	to	which	particular	demographics	are	most	affected	
by area-based premiums, particularly for insurance policies (car 
insurance, home contents insurance)
• The impact on community initiatives to reduce the premium, such 
as the Neighbourhood Watch 
• A ‘best practice’ look at where communities are formulating 
schemes together to reduce costs per household. 

Presently, self-employed individuals (of which there are a growing 
number79) lack access to insurance schemes that they could draw from if 
they fell ill, or were to enter maternity leave. This either means they draw 
no income whatsoever during this period, or deplete savings, potentially 
reducing	their	financial	resilience.	
This piece of research would include understanding why insurance 
provision for low income households is so low, including its relation 
to the poverty premium. In addition to government intervention into 
the pricing structure of insurance companies, other ways that have 
been advocated over the years include grouping people and their 
social networks (or, their social capital) to reduce the cost of insurance 
premiums. 
For example in 2014, Gocompare.com analysed 318 home contents 
insurance	policies	findings	that	33	per	cent	were	offered	a	discount	for	
households that were part of an active Neighbourhood Watch scheme80. 
Some	commentators	also	believe	that	there	is	a	future	in	InsurTech	–	
micro-insurance products designed around the needs of households 
in communities that typically face higher insurance premiums (e.g. 
one micro-insurance provider covers car insurance only when it’s 
needed,	from	a	single	hour	to	a	whole	day	–	bringing	down	costs	to	the	
consumer)81.

79	 		A	peak	of	4.5	million	in	2014,	according	to	the	Office	of	National	Statistics.	Available	here:	http://webarchive.nationalarchives.gov.uk/20160105160709/http://www.ons.gov.uk/
ons/rel/lmac/self-employed-workers-in-the-uk/2014/rep-self-employed-workers-in-the-uk-2014.html 

80	 	Neighbourhood	Watch	and	home	insurance,	GoCompare, http://www.gocompare.com/home-insurance/neighbourhood-watch/#7a6ecXJSpbHDRQ7C.99 
81   Microinsurance is InsurTech and there is more to come, Micro Insurance Network, 13 May, 2016. Available here: www.microinsurancenetwork.org/community/blog/insights-

and-perspectives/microinsurance-insurtech-and-there-more-come 
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Recommendation 16:
The establishment of agreed standards for the analysis of Social Return 
on	Investment	(SROI)	in	the	field	of	financial	support	programmes	
between funding bodies, including the new body replacing the Money 
Advice	Service	in	2018,	and	financial	health	service	providers.

The	provision	of	financial	support	should	be	evaluated	on	its	success	in	
instigating, or empowering people to develop, positive behaviours or a 
positive	financial	situation.	While	recognising	that	external	pressures	can	
often	overpower	positive	financial	behaviour	by	individuals,	the	following	
from a client should be measured before and after they’ve enrolled on a 
financial	support	programme:

• A client’s income and expenditure
• The	amount	of	financial	fees	they	incur
•  Any increase in long term and/or short term savings, 

formal and informal
• The amount of pension savings they have
• Any increase in debt repayments
• A reduction in use of an overdraft facility; and,
• A reduction in use of high cost credit products.

To this end, the recommendation made by the Centre for Responsible 
Credit on the need to co-ordinate a discussion by multiple organisations, 
led by the new body replacing the Money Advice Service in 2018, to 
establish standards for measuring, managing and accounting for social 
value or social impact by an intervention, is essential82. 
Such	a	discussion	will	help	providers	of	financial	support	programmes	
to continue to improve their own evaluation methods, and be particularly 
useful in measuring the impact of future projects related to improving 
savings behaviour.

82   Centre for Responsible Credit (2016), Improving the Financial Health of Low Income Groups, Centre for Responsible Credit. Available here: https://www.jpmorganchase.com/
corporate/Corporate-Responsibility/document/improving-financial-health-low-income-households.pdf (p.65) 
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