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Foreword by Andy Haldane

Everyone needs to be able to manage money well. To manage money well takes
time and skills. Yet many people in the UK lack these skills.

A recent study by the OECD' placed the UK 17th in the OECD league table of
financial literacy - out of 17.

Financial illiteracy can affect real people in real ways. It can leave them stretched
beyond their means, leading to debt, distress and, sometimes, depression. In
extreme cases it can result in eviction, homelessness and joblessness.

Financial illiteracy can be as much a blight on people’s lives as reading illiteracy.

Given the poor state of financial capability in the UK, and the personal costs it
imposes, it is clearly a problem needing action. But up to now, the best way to
address these problems has been far from obvious, particularly among those on
low incomes.

Citizens Advice supports thousands of people each year who need support in
managing their money. Drawing on their unique experience, this report begins
to close the evidence gap by exploring the money skills needs of Citizens Advice
clients.

What should you take from this report? This is what stood out for me:

1. There's a clear need for money skills support and significant targeted
investment. There is now clear evidence to show what people actually need,
rather than what has been assumed is needed in the past. This will enable us to
effectively plan, measure and test different services.

2. Focusing on day-to-day skills is not enough. This report finds the need for
skills is not limited just to basic budgeting support. It's about giving people
confidence to take action, stay informed and keep up to date with financial
matters.

3. We shouldn’t be aiming for a ‘one-size fits all’ approach to support. A
tailored response is required. What might work for one person will be totally lost
on someone else. Evidence like this should be used to plan for targeted services.

4. Money can’t be isolated from everything else in life. Making the most of
when people are willing to learn and take action is essential. Support shouldn't
be ‘one-off’ but tailored to engage and support at critical life junctures.

" OECD, International Survey of Adult Financial Literacy Competencies 2016.



https://www.oecd.org/daf/fin/financial-education/OECD-INFE-International-Survey-of-Adult-FInancial-Literacy-Competencies.pdf

5. Public and private services that rely on money management skills can
improve too. There is a need to design better services, public and private, that
anticipate the money management needs of customers, claimants and
consumers.

Problems in managing money have never been more important for people’s
lives. This report is an important contribution towards beginning to understand
and solve these problems, not just for Citizens Advice clients but for everyone.

Andy Haldane
Chief Economist, Bank of England



Summary

Citizens Advice supports thousands of people each year who need help with
money problems. We wanted to understand the role of people’s financial
capability - or as we call it, money skills - so we can provide more holistic,
appropriate services that help people find a way forward.

We surveyed over 1,000 face-to-face local Citizens Advice clients on their
baseline money skills to understand their needs. This draws on our existing work
2 that defines, measures and tracks the interlinking aspects of financial
capability.

We've focused particularly on the money ?ﬁ:ggﬂ"zLﬂ?ﬁﬁ;rﬁ 5

skills of our local client base, who represent individuals in England and Wales
some of the most disadvantaged and

vulnerable people in society. For example, our clients are five times more likely
to live on a low income than the average population in England and Wales.

We've found our clients have different strengths and weaknesses:

e Most people need support in at least one money skills area (63%) - while a
significant minority - 1 in 10 - need help in all money skill areas

e People primarily need support in being confident about taking action on
their money matters (49%), knowing the main information about their
money services (42%), as well as acting to stay informed about this (45%)

e Core money skills are where clients do well, in how often they keep track
of money (58%) and in their knowledge of controlling spending (58%)

e However, high capability doesn't preclude the need for support. There can
be notable differences between what people know and how they act

e Arange of fixed and transient factors play a role in people’s money skills,
e.g. demographics, related needs and life events. Some people need more
help than others, for example because of ill-health or being a renter

These findings can inform how private and public service delivery, as well as
advice provision, can be best tailored to help the most vulnerable people in
society with their money skills. At Citizens Advice, we'll use them to improve,
develop and test our support services to better meet clients’ needs, whilst
contributing to the research base on what works. This includes our life event
focussed money skills support being tested in Wales, which as part of the Money
Advice Service ‘What Works Fund’, will contribute to the national evidence base
of the UK Financial Capability Strategy.

2 Citizens Advice, Measuring Financial Capability, 2017.



https://drive.google.com/open?id=1LhhRe6YF7IsjFJJQdz0-YENVzY-kEnw98KbPhRjzqWPEKKH7BUlhNb05UEXXdztLGUASrTOWnl18P2NK

Research method

Citizens Advice money skill areas

This research uses the Citizens Advice money skill areas that have been created
to enable us to understand our clients’ financial capability. We developed these
using our knowledge of our clients and services, combined with consulting a
range of internal and external experts. They cover a set of relevant, appropriate
and consistent money skills areas, questions and scales.

Our areas align with commonly used financial capability domains identified in
our research into established national studies, strategies and evaluations? -
including with the Money Advice Service's UK Financial Capability Strategy’s adult
outcomes framework.

Research participants

In June 2016, we used our money skills questions to survey 1,074 clients before
they accessed face-to-face advice in local Citizens Advice, including on
non-money related issues. Face-to-face clients accounted for 49% of clients seen
directly through our local network in 2015/16. Our local clients are
representative of the general population in England and Wales in terms of age,
gender and ethnicity, whilst differing in some important respects such as being
five times as likely to live on a low income. Overall, our statistical analysis allows
us to be confident the survey participants are broadly representative of the
characteristics of clients we saw over the course of the period that the survey
took place.*

Sampling and data collection

39 local Citizens Advice took part, covering every region of England and Wales.
We asked them each to invite the equivalent of the number of clients they would
see in one day to complete the survey while waiting for an appointment or
drop-in service at their locations. The paper-based survey included elements
that assessed clients’ demographics, money skills, numeracy and also included
some open text questions. We used a functional numeracy skills screener
developed by National Numeracy, that has been tested in a variety of service
settings.” During the course of the research, we asked some participating local

3 Citizens Advice, Research paper: Developing a theory of change for financial capability, May 2015.
4The survey is representative of our clients to a 95% confidence interval with 3% margin of error.

®> There were some methodological difficulties with administeringthe numeracy screener within
service delivery (i.e. non-test conditions). This means we can make limited claims about the
numeracy of our clients, particularlythose scoring at the lower end.



https://drive.google.com/file/d/15SpJeAzrIqLfcvFR7JxiBfI3zVgzJfrbUE9WSHGh1PklO6yU5VdW2lFywYmGkwhokGQnOiAelIwyznUJ/view

Citizens Advice to complete further booster surveys to ensure adequate
representation of our national client population.

Analysis

Once gathered, the data was analysed internally. For the quantitative analysis,
we tested the data using confidence intervals to identify any statistically
significant results, and undertook Spearman'’s correlation analysis to assess
relationships between different money skills areas and scores. For qualitative
analysis, we used Nvivo 10 to look at a proportion of all open text responses
until themes became sufficiently self-repeating (20%, n=432). This identified
themes explaining why and how clients needed most help.

Developing our money skills areas and questions

We're developing consistent ways of understanding client capability so that we
are best placed to provide appropriate and empowering support.

Money skills are often key to the issues our clients bring to us - we expand on
this in our final chapter. When undertaking research and evaluations projects,
we found measuring clients’ financial capability improvement to be nuanced
and challenging. We recognised the need to do further in-depth research, as
having the capacity to correctly and consistent understand need and measure
change is an essential step in delivering quality services that work. Critically,
we wanted to develop measures and indicators that would take into account
the complex contextual factors at play for our clients and services.

Full details can be found in ‘Measuring Financial Capability’®, including details
of the mixed research methods used to develop and test our measures:
1. Background research - literature review’, service map?, intersectional
research?®.
2. Development - theory of change development®, question mapping,
drafting of measures.
3. Testing and refining - piloting and consultation with experts'®, develop
IT recording system, consider data collection.
4. Evidence gathering - national research survey with our clients, ongoing
research, testing and development.

Further details on our methodology can be found in the appendix.

6 Citizens Advice, Measuring Financial Capability, 2017.

7 Citizens Advice, Financial capability: A review of the latest evidence, May 2015.

8 Citizens Advice, Mapping our services: Financial capability, June 2015.

9 Citizens Advice, Research paper: Developing a theory of change for financial capability, 2015.

"0 Citizens Advice, Briefing: Checking our financial capability measures with experts, February 2016.
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https://www.citizensadvice.org.uk/Global/Public/Impact/BRIEFING_%20Checking%20our%20financial%20capability%20measures%20with%20experts2.pdf

1. Defining financial capability
Why financial capability matters

Moving from school to work, in and out of employment, and into retirement, the
capabilities we need to manage well and deal with any emerging life challenges
will change. Financial capability is one example."

Financial capability means a person having the right money skills to deal with the
everyday as well as manage big changes in their life. This can be complex and
nuanced and involves having the right knowledge, skills and mindset to make
good financial decisions and take action at the right time.

If people can make good decisions with money they will be able to navigate
these everyday, new and life changing events. But not everyone has all the skills
they need to do this effectively and this matters because it can lead to problems
such as debt or homelessness.

That's why we offer advice and guidance to people to help them to avoid
problems and we also help them when they face financial problems.

Creating a definition that works for our clients

Our clients share many characteristics with the general population - for example
age, gender and ethnicity. However, they differ in some important ways in terms
of individual characteristics, needs and life circumstances - crucially including
that local Citizens Advice clients are five times as likely to be on a low income.

Having a low income can mean you need to spend a lot of time on ‘core’ money
skills areas, keeping track of money day to day, controlling spending and making
sure you have enough money to live. Meanwhile the ‘supporting’ money skills
areas: shopping around, planning ahead with money and staying informed
about money services - can fall by the wayside. We will see similar patterns as
these are borne out in our research findings later.

Focusing on a single characteristic isn't enough to capture the significant
financial challenges that our clients face on a day-to-day basis. As a result, we
have developed a multi-faceted definition of money skills, tailored to be
meaningful and appropriate for our clients and services.

" We're developing consistent ways of understandingclient capability and barriers they face to
problem resolution - digital capability, in terms of access and basic digital skills is another area we
have undertakenresearch:

Citizens Advice, Digital Capability: Understandingthe digital needs of face-to-face clients of Citizens
Advice, August2016.



https://www.citizensadvice.org.uk/Global/Public/Impact/Digitalcapabilityreport_final_July%20(3).pdf
https://www.citizensadvice.org.uk/Global/Public/Impact/Digitalcapabilityreport_final_July%20(3).pdf

The Citizens Advice Money Skills Areas
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Using our money skills areas to assess need

We developed each money skills area alongside a set of associated questions
with seven point scales so clients can indicate their score for each, looking in
turn at knowledge, actions and mindset. This has allowed us to understand
where they are starting out with their money skills, before they get help from us.
Later, we can also use these questions and scales to measure how our clients
progress over time.

The diagram below outlines how we defined high, average and low scores in
each money skills area. The numeracy screener scores aligned with this scoring
method producing red (low), amber (average) and green (high) scores.

The scales we used to measure client money skills - and what they mean

Amber
Average
score

1 2 3 4 5 6 7
No No to some Some Someto Good Goodto Excellent
(GG knowledge | knowledge | knowledge good knowledge | excellent | knowledge
knowledge knowledge
Actions Never Never to Sometimes | Sometimes Often Oftento Very often
sometimes to often very often
Mindset No Noneto Some Someto Good Goodto High
confidence some confidence good confidence high confidence
confidence confidence confidence




2. What support is needed?

Our research shows a clear need for better money skills support. Almost half
(45%) of clients we surveyed are not confident managing their money and 11%
have acute needs:

1in 10 1in2

O clients score low @ clients have low

across all money confidence in taking
skills areas action on their money
matters

Many clients have strengths in some core money skills areas, but the picture is
complex and nuanced. High capability doesn’t preclude the need for support:

O% Of clients looking for the best deals...
O “There's always more

0 H you could learn.”
61 A) but over 1 In 6 A Client on looking for
report high of these high scorers the best deals
activity report low or average
in this area knowledge here

From our findings, understanding money services and having the right mindset
to take action are key factors where most clients need our help:

Three key
areas of
need

Confidence
clients have

How often
clients stay

Client

informed :E:::Ifﬁsﬁ, in taking

about their money action on
maoney services their money

services matters

Vitally, it's not simply about helping someone get better at budgeting, but rather
looking holistically at people’s different money skills, while being aware that
there are some key areas where they are likely to need our support.



2.1 Many people need help - sometimes acutely

Reporting a low score for a money skills area means you think you have little to
no knowledge or confidence and hardly ever take action. The practical
implications of this are that you probably need quite a lot of help in that area.

Over one in ten of clients (11%) report low scores'? across all areas. This frames
the extent to which our support is needed. Our findings later looking at client
characteristics and circumstances, provide a fuller picture of how the daily
challenges our clients face, relate to their money skills.'?

A large number need help in some areas and less so in others

Many clients report a variety of scores, with weaknesses in some areas and
strengths in others; this also varies from person to person. Taking this into
account, we wanted to understand to what extent high, average and low scores
occur across all clients, to get a sense of the full spectrum of need.

- <+
XL | & L
63% 49% 73%

clients score low clients score average clients score high

...across all the money skills in at least one area

Scores vary between money skills areas

Looking at scores across all money skills areas, we found they all significantly
correlate with one another'. However, when combining the knowledge and
action scores, it makes apparent how more clients score themselves on the
higher or lower ends of the scale. This brings out confidence and staying
informed as key areas of need with the highest proportions reporting low scores.
Keeping track, controlled spending and looking for the best deals show the
highest proportions of clients with high scores, however, there are some

2 These figures are calculated excluding missing or incomplete responses, so the total number of
responsesfor each areavaries - the full details are provided in the appendix.

13 See Chapter3, p.17

4 All of our money skills questions showed a statistically significant positive correlation with one
another (R >0.5).
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important differences between knowledge and action scores in these areas
which we examine in more detail later.

Client proportions with high, average and low scores across money skills areas"

60%

Bl Low
[ Average
B High
50%
40%
30%
20%
10%
0%
Keeping Controlled Having Flanning Looking for Staying Confidence
frack spending enough ahead the best informed
money to deals

live
Low confidence is a running theme for high and low scorers alike

Low confidence is a factor for many clients, regardless of their reporting high
and low scores in other areas. What this indicates is that establishing a sense of
self-efficacy when it comes to money, is a critical area of need.

Almost half (49%) say they have low confidence when it comes to taking action
on their money matters. Of this group, again nearly half report low scores in
many other money skills areas. This suggests confidence might be an
underpinning aspect of our clients’ money skills. Further research is required to
explore this connection.

O “I'm not that confident because sometimes I'm behind.”
L Citizens Advice client

15 See the full results table for this graph in the Appendix, p. 28
1



These findings mirror similar recent research with the general population by the
Money Advice Service (MAS), which shows the most important factor in money
skills is having the confidence to manage money day-to-day, to make financial
decisions and apply basic numeracy skills:

‘One of the key findings from this analysis is the importance of confidence

generally and this is an area that we hope to explore further in subsequent
research.

Money Advice Service, Measuring financial capability - identifying the
building blocks, (2016)

Three standout areas where our clients require support

Three particular areas stood out in terms of where clients report the lowest
scores: confidence in taking action on their money matters, how often they stay
informed about their money services and how much knowledge they have about
their money services.

The staying informed knowledge question specifically asked clients about how
much they know about the main information on their money services like
banking, benefits and loans. The actions question asked how often they read
this information. Of those scoring low in other areas, at least 70% score low in
one of these three. Even for those scoring high in other areas, at least 20%
scored low here too.

“| get info but can't always make use of it. | try to do my research and

O be aware. | would like to be able to access some of these things -
insurance, loans. | understand some things about these things but
not enough.” Citizens Advice client on staying informed

This finding chimes with common issues we see clients about as well as
qualitative feedback'® from the survey: often they need support with paperwork,
such as letters, forms and legal language. Similarly, benefits and tax credits are a
top issue for our clients.

The three key areas of need might also suggest that there is more work to be
done on the way information is conveyed about different financial products and
services. This could be in terms of making information easier to understand and
more enticing to read. Also pitching that information to the right level and

'® See Chapter4, p.24
12



through the right medium is important, given the later findings we see for those
with low money skills also having low digital capability and low literacy.

2.2 Core money skills are where some clients are doing well

It's important to acknowledge strengths.Understanding our client’s strengths is
just as important as knowing where they might need our help:

e It allows us to support them in a way that is empowering and appropriate

e It allows us see how helping them in one area might help strengthen
other aspects of their money skills

e C(Critically, not delivering support on areas where there is already good
knowledge and practice is the best use of our client’s time, motivations as

well as our resources

This last point is particularly important given our clients’ reported strength in
areas associated with core money skills, and that a blanket approach to
providing support on budgeting might not be as relevant.

Areas clients are doing well in

Many people coming to us for help about money issues are living on a low
income and it might be easy to assume that this is because they are bad with
their money or just need to budget better. Our research shows this is not always
the case, though as we explore later, even for high scorers the story is complex.

O 1in 4
m clients score high across all money skills areas

Areas With @ Keeping track of money - actions

most h igh EI Controlled spending - knowledge

scores. , _
Looking for the best deals - actions

For clients scoring themselves high in one area of their money skills, a large
proportion score themselves high in other areas; this trend is less pronounced
for low and average scorers.

13



Within this group of consistently high scorers, their knowledge of having enough
money to live is where the most scored themselves high (92%). Conversely,
confidence is the area with the lowest scores (18%) for this group. This might
suggest that knowing how to maximise one’s income to cover the essentials is a
key factor in high financial capability whilst confidence potentially is not.

Therefore assumptions about self-reporting of high scores as being a marker for
high or even over-confidence might be countered somewhat by this finding.
Further research is required to understand this finding.

High scorers with room for improvement and low scorers making a start

Although we often talk about high, low and average scores here, it is important
to note the overall distribution of clients per score across all the areas and the
variation within that.

Proportions of clients per score across knowledge, actions and confidence

0% — Al areas
Actions
25%
Knowledge
20% — Confidence
15%
10%
5%
0%
1 2 3 4 B 6 7
Score

Many low scoring clients (1 to 3) cluster in the higher end of this range which

shows that most of this group have some knowledge and confidence and are
taking action some of the time, giving a basis to work from. Again, confidence
still comes out as being the area where most score themselves low and least

score themselves high.

Conversely, high scoring clients (5 to 7) cluster in the lower end of their range
showing that many in this group still think they could improve. The higher
proportions giving themselves top scores for action compared to knowledge
might suggest people are trying hard to get on but recognise the need for better
tools and approaches. We explore this comparison in more detail later.

14



This finding should be balanced by how there was significant variation from
person to person. For example some clients simultaneously gave themselves a
high score in one area, while reporting low or average scores in others.

2.3 High capability does not preclude the need for support

Clients do well in many of the core money skills areas but these high scorers
often score themselves low in other areas. At the same time, for some, even if
the knowledge is there, the actions may not be, and vice versa. So a high scorer
might still need significant support to get the right tools and techniques, or
behavioural nudges, to
better specific areas of their
money skills.

® Of clients keeping track of their money...

A high proportion of clients 58% bee OVEr 1in5
. . u

report k?erg track of‘th.elr report high of these high scorers

money hlghly often. This is activity report average or low

something other research'’ in this area knowledge here

has shown is common for

people living on a low O “If you have very little you have to

income. And so, a quarter of do this very often.”

those who keep track of A client on keeping track of money.

their money highly often,
report low or average scores in how often they have enough money to live.

Of those saying they keep track of money highly often, over 1in 5 report average
or low scores for knowledge in this area. One explanation for this might be that
clients who are often living on a low income, are endeavouring to keep track out
of necessity but realise they could be using better tools and techniques to do it.

When it comes to looking for the best deals, a large segment say they do it highly
often, however 1 in 6 of these same people report average or low knowledge
here.

A suggested analysis for this difference could be that clients are often taking
action to get good deals, but realise they could have better tools or be doing it in
a more informed and effective way.

7 ONS, Financial capabilityin Great Britain 2010-2012, September 2015. Findings showed that
having a low income means you are likely to have a higher score in organised money management
and controlled spending.

15
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A large proportion of clients report high knowledge of controlled spending but
almost 1 in 5 of these score themselves low or average on how often they do it.

This could be because
clients may have the know & Of clients controlling their spending...

how but need more nudging
to do it more often. Some of 58% but nea rly 11N5
the barriers for tal.<ing action Report high of these high scorers
here could be having a lack knowledge here report low or average
of control over certain items activity here
or habits of spending,
especially if you are living on ,

“I'm in control of my money, but can't
a low income (of this high O d 4

| control circumstances like [my] children

scoring group, at least 1in 4 needing a new uniform.”

score low or average in how
often they have enough
money to live).

Client on controlling spending

The pressure of constantly counting the pennies might also mean you feel the
need to have a break and spend a bit of money on yourself every so often, even
if it means giving up some necessities.

Crucially, of the high scorers in these three areas, at least 1 in 3 still report low or
average scores in their staying informed actions, staying informed knowledge
and confidence taking action on money matters.

16



3. What other factors matter?

Your characteristics, needs and life situation all play a role

Individuals’ needs are often neither simple, singular or stationary, which is why
money skills don't make sense unless looked at in context with a range of
different factors about a person. For example, being older might mean you have
had more life experiences and are well acquainted with which money skills are
required for different situations. But that depends on your experiences, as it
might also mean you have had less exposure to the online world, so you might
not have the same knowledge or tools at hand to get the best deals.

The strength of the statistical relationship between
different factors and clients’ money skills

Demographics

Related needs

Situational factors

*  Age Digital skills I:I‘:’\:| Current
A ‘l;l' health issue
ﬁ Housing . Literacy

tenure % Mental
.[] @ illness
@ Debt
Moderate Q@ Gender English as a E Decrease in
— I'V§_| second x' income
language
ED:I Disability & @ Physical
long-term & Numeracy illness
health issue
@ Ethnicity
Household
L ne
Household
:E income
None found None found

ﬁ Moved house
Ijl Lost job
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Knowing this allows provision of holistic, appropriate, targeted support

Understanding the different mechanisms playing a part in people’s money skills
helps us understand who needs help most and when. Some of these
characteristics often stay the same, for example your ethnicity, while others
might be changeable, like digital skills or income. Knowing this allows us to look
at each client’s situation holistically, understand the range of barriers and
vulnerabilities they are facing and so, provide appropriate and targeted support.

Here we look at these factors in more detail, while comparing our findings with
existing research to examine any important similarities and differences with the
general population. Where we refer to a significant difference being present, this
is statistically significant based on a 95% confidence interval and where
mentioned, 99% in some cases.

Demographics

Here we examine information on our clients’ demographic characteristics
gathered through our case management system.

Strong connections

higher scores than working-age adults under-50 in the majority of

money skills areas; shopping around knowledge and action and

keeping track knowledge were the exceptions. This aligns with evidence
in other research which has found that over-50s have the healthiest finances.
Further research with a larger sample size would be required to look at what this
means for smaller age-groupings.

@ Looking at the age of respondents, over-50s reported significantly

“Most of these things | don't really think about, I just do them
O automatically. At my age, you've just been doing it. | know about it

[ | anyway."”

Citizens Advice client aged over-50, on their money skills

'8 Ipsos MORI, The Money Advice Service, The Financial Capability of the UK, August 2013. Numbers
are based on extrapolation of statistically significant survey data.

18
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With housing tenure, homeowners report significantly higher scores
than social housing and private tenants in half of the money skills areas.
Other recent research by the Money Advice Service also looks at the
role of housing tenure in people’s financial capability:

“...those in social housing need support or encouragement to engage
with their finances. That being said it is also clear that social tenants are
better than average at managing (mainstream) credit.”

Moderate connections

In terms of gender, men reported significantly lower scores than

women in controlled spending action, whilst they were equally as
L7\ confident. Similar findings were demonstrated by the Office of

National Statistics (ONS)?° and Financial Services Authority (FSA)?'
research which found women had significantly higher scores in various money
skills areas than men. Other research?? has shown that women consistently
score lower than men on certain indicators of financial capability.

For clients with a disability or long-term health conditions, there

were significantly lower scores than for those without a disability in

keeping track and staying informed, for both knowledge and action. We

have found® few other studies look at the relationship between
disability, physical health and how these relate to levels of money skills, other
than in 2011, when the Institute for Social and Economic Research?* (ISER)
suggested that improving your money skills can benefit your physical health
specifically when it comes to stress-related illnesses.

recorded significantly lower scores than non-BAME clients for having
enough money to live knowledge, while there was no significant
difference in reported confidence between BAME and non-BAME clients.

O In terms of ethnicity, black, Asian and minority ethnic (BAME) clients

'Y Money Advice Service, Measuring financial capability - identifying the building blocks, 2016.

20 Office for National Statistics (ONS) Financial capability in Great Britain 2010-2012, June 2015.

21 University of Bristol, Personal Finance Research Centre (on behalf of the FSA), Levels of Financial
Capabilityin the UK: Results of a baseline survey, March 2006.

22 Money Advice Service, Measuringfinancial capability - identifying the building blocks, 2016.
Z(itizens Advice, Research paper: Developing a theory of change for financial capability, 2015.

24 |nstitute for Social & Economic Research, Financial capability,income and psychologicalwell

being, July 2011.
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Recent research with the general population has differed in this respect and
found financial confidence to be a key issue for those in BAME groups.?

significantly lower scores than those without adult dependents in

‘controlled spending action’ and ‘having enough money to live action’.
These findings echo other research which consistently shows a strong
relationship between household type and money skills whilst emphasising the
importance of additional co-influencing factors. This goes back as far as the
FSA’s 2006 baseline survey?¢, which found that household type in and of itself
isn't a determining factor for money skills unless looked at in combination with
other factors such as household income, material wealth and age.

£ When it comes to household type, clients with adult dependents have

significantly higher scores than those on an above average income for

‘staying informed knowledge'. Wider research shows there to be a strong

relationship between household income and money skills, for example
ISER?® found that a fall in household income results in a statistically significant
decrease in money skills while a rise in household income results in a significant
increase in money skills. Given that clients tend to come to us at trigger points in
their lives when finances are likely to be affected, the ISER research provides
some useful additional context.

£ Looking at household income?, clients earning a low income recorded

“I'm not 100% sure about benefits and their changes because it
O depends on what the government decides.”
Citizens Advice client on their knowledge of staying informed

Related needs

We asked clients about other things they think they need help with, including
using online forms to do job or benefits applications, reading and writing english
and what their first language is. We used a screener to test their numeracy.

> Money Advice Service, Measuring financial capability - identifying the building blocks, 2016.

%6 Financial Services Authority (FSA), Levels of financial capability in the UK: results of a baseline
survey, March 2006.

27 Where data was available, we analysed our client’'sincome in terms of those who fall above and
below 60% of the medianincome.

2 |nstitute for Social & Economic Research, Financial capability,income and psychologicalwell

being, July 2011.
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Strong connections

- Amongst clients with digital skills needs, there were significantly lower
scores and fewer high scores across all areas, including confidence,
when compared to clients without digital skills needs. Research by
Lloyds?® has also shown the relationship between digital and money skills to be
strong, finding that online consumers save on average £744 per year compared
to those not online and 86% of people who manage their money online report
they “worry less because they can track their finances” suggesting there may be
some implications here for mental health.

fewer high scores across all money skills areas, showing markedly
lower confidence scores. The Personal Finance Research Centre (PFRC)
3 found there to be a strong statistical association between educational
qualifications and a majority of money skills areas, but no other research has
looked at literacy other than in terms of educational qualifications.

j ﬂ Clients with literacy needs reported significantly lower scores and

Moderate connections

— Differences between those with English as a first or second language
— | were inconsistent and small across the money skills areas except in

‘planning ahead action’, where clients with English as a second language
achieved higher scores than those with English as a first language. This shows
how literacy is more important than having english as a first language.

O “I'm good at it if | have the money.”

Citizens Advice client with English as a second language, on how
£/
often they plan ahead

Clients obtaining the lowest numeracy rating had significantly lower
& money skills scores than those with higher numeracy ratings in all but

one area across knowledge, action and confidence. We evaluated our

clients’ numeracy in our waiting rooms during service delivery - some

clients did not have time to complete the screener questions, and will have been
scored red. We therefore can make limited claims about the low numeracy

2 Lloyds, UK Consumer Digital Index, 2017.

30 personal Finance Research Centre, Financial capability amongst adults with literacy and
numeracy needs, January 2007.
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scores, and instead have focused on where we can be certain of reasonable
numeracy.2 From this we found that 1 in 4 Citizens Advice face-to-face clients
were able to demonstrate reasonable numeracy skills.

In terms of other research, the PFRC®' found a strong statistical association
between educational qualifications and a majority of financial capability
domains. Little other research has found a strong link between numeracy and
money skills however it is evidently important. Recent findings from a survey of
the general population®? show that an individual's confidence in applying their
basic numeracy skills is important for financial wellbeing.

Situational factors

Here we asked clients whether certain life events were affecting them at the
time of the survey.

Strong connections

lower scores than those not affected, across all money skills areas for

knowledge, action and confidence, apart from shopping around
knowledge. Few studies look at the relationship between physical health and
levels of money skills, other than ISER* who found that improving your money
skills can benefit your physical health, specifically when it comes to
stress-related illnesses.

D Clients who reported being affected by a health issue have significantly

@ Clients affected by a mental health condition have significantly lower
scores than those not affected, across all money skills areas for
knowledge, action and confidence. These differences were significant at
both the 95% and 99% confidence levels, apart from for having enough money
to live knowledge. Confidence is an area where those affected by a mental
health condition scored the lowest in comparison to those not affected. A Mind
survey** also found that 80% of people with a mental health condition feel they
struggle to manage their finances. Recent research by the Money and Mental
Health Policy Institute® shows that people’s ability to manage everyday financial
tasks like paying bills or budgeting is affected by periods of poor mental health.

31 Personal Finance Research Centre, Financial capability amongst adults with literacy and
numeracy needs, January 2007.

32 Money Advice Service, Measuring financial capability - identifying the building blocks, 2016.

3 Institute for Social & Economic Research, Financial capability,income and psychologicalwell
being, July 2011.

3 Mind, Still in the red: Update on debt and mental health, 2011.

* Money and Mental Health Policy Institute, Seeing through the fog: how mental health problems
affect financial capability, January 2017.
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Clients affected by debt had significantly lower scores across all areas

for knowledge, action and confidence, than for those not affected; this

was significant at both the 95% and 99% confidence levels. So far, little

other research has been done to look at the specific relationship
between debt and money skills other than a national survey in 2015 showing
how the servicing of historic debt can significantly impair people’s ability to save
and improve their future financial resilience.®

Moderate connections

Those who reported being affected by a significant decrease in

income recorded significantly lower scores than those not affected for

'keeping track knowledge’ and ‘having enough money to live action’.

Research by ISER% found that falls in household income are related to
reductions in money skills while an increase in household income is related to
an increase in money skills.

Clients who reported being affected by a physical illness recorded
significantly lower scores than those not affected for ‘managing money

knowledge’, ‘/managing money action’ ‘controlled spending knowledge’,
‘controlled spending action’ and ‘choosing products knowledge'. Few studies look
at the relationship between physical health and how it relates to levels of money
skills other than ISER*® who found that improving money skills can benefit
physical health specifically when it comes to stress-related illnesses.

Weak connections

There was no significant difference between the scores of those who
had moved house versus those who had not, across all money skills
areas for knowledge, actions and confidence.

/. This was also the case for those who had lost their job versus those
who had not. Similar findings were reflected in research by ISER®®, who
found that unemployment does not result in statistically significant falls
in people’s money skills however can result in significantly lower money skills
than average when measuring both before and after the event.

% Money Advice Service, Measuring financial capability - identifying the building blocks, 2016.
¥Institute for Social & Economic Research, Financial capability,income and psychological well

being, July 2011.
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4. Our experience of providing
support

It is important to understand the context of these research findings, which align
with our experience of delivering services. Taking this approach allows us to turn
our research into actionable steps to improve our money skills services.

What clients tell us about their money skills

As part of the survey we asked clients to tell us in their own words what they find
hard and what they need help with when it comes to money matters more
generally. These are the words clients use everyday when they come to us, so
that helps put into context and understand what lies behind some of the
findings outlined above.

Clients said...

Cope with money matters - because we are overwhelmed by bills, debt,
or living on a low income.

We find it
hard to:

Have enough money to live - because of the low amounts of benefits we
are receiving or our general low income, and how this affects our ability to pay
bills.

Manage money - in relation to a range of issues, such as calculating income,
spending and surplus, paying our bills or being able to save.

Managing money - calculating income, spending and surplus, managing bill
payments, and planning for the future.

We need
help with:

Getting enough money to live - to make ends meet.

Mm@ | M o

Paperwork - for example letters, form-filling or understanding legal
language.

Money-related issues - debt, benefits, mental & physical health.

N
2N

“I'm good at it if | have the money but rarely do | have money for
O that after covering the basics.”

Client on planning ahead with their money.
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Money is central to our work

Citizens Advice last year helped 2.7 million people with over 6.3 million issues,
whether that was face to face, by phone, email or web chat. We often see people
at a critical juncture in their lives, whether they've just become unemployed, are
renting for the first time or are struggling with debt. And as we have seen,
money is often the hidden, underlying issue for many of these problems.

Top 5 most common issues seen by our network 2016/17

1.9 million 1.5 million 410,000 349,000 299,000
benefits and debt nousing employment
tax credits

We help people deal with their finances regardless of the problems they face -
particularly when money is tight and needs to be carefully managed. Our advice
often includes checking a client’s finances, finding ways to maximise their
income and providing some form of money skills support - help that is tailored
to their needs and relevant to their situation and presenting problem.

We understand the wider impact of money skills

Our broader research demonstrates how money skills can have important
implications for a range of different aspects in people’s lives. These survey
findings show the importance of different personal characteristics, needs and
life situations in how they relate to people’s money skills at any given time. Our
wider research® shows how increasing levels of unmanageable debt can have
far reaching consequences in people’s lives, leading to financial exclusion, family
breakdown and poor mental and physical health.

Taking a more preventative approach, like providing well-timed money advice
around a life event, while focussing on specific aspects of money skills, like
saving little and often, might help alleviate these wider impacts. Our research on
advice gaps® evidenced a clear need for this type of approach, for example 39%

38Citizens Advice, A debt effect? How is unmanageable debt related to other problemsin people’s
lives? 2016.

39 Citizens Advice, The four advice gaps. An analysis of the unmet consumer needs around financial
advice and public financial guidance 2015.
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of people who have expected a baby would have taken money advice if it was
offered.

Along with this our studies find that while the squeeze on incomes has left many
households close to the edge, it's the problems life throws at people that knocks
them over—and that can make the difference between managing and not.
Supporting our clients with their money skills can help them deal with life events
like these and build their resilience in dealing with similar things in the future.

How we plan to use this research

The groups we work with and so much of what we already do, makes Citizens
Advice well placed to take action with these research findings.

Now we know the full mechanics of our clients’ baseline money skills needs, we
can refine current services and test new ones to make them more holistic,
targeted and appropriate for our clients. Using our money skills areas, we can
track client progress to understand what does and doesn't work to improve
their money skills.

This year, we're going to start by testing an approach in Wales that uses life
events as a focus of the help we give people with their money skills. In this

project we will evaluate to what extent such an approach does and doesn't
improve people’s money skills.

We aim to share the evidence we gather from our work here and beyond to
further shared knowledge and best practice on the effectivity of financial
capability services.
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Conclusion

As mentioned by Andy Haldane in his foreword to this report, these findings
have wider external implications for how services are commissioned and
designed in the UK. They are not just figures - they can enable the sector to take
action to improve and develop services to better meet people’s needs.

How we’ll use these findings to take action

At Citizens Advice, we are clear on the steps we now need to take to make best
use of this evidence, based on the following principles:

e Many people need help, sometimes acutely - our service already has
some current focus on these needs, so we're well positioned to address
them directly in a more targeted and nuanced way.

e Core money skills are where some clients are doing well but they still
need support in some areas - this knowledge allows us to be ready to
recognise client's common strengths which is important for us in
providing an empowering service that engages and motivates people to
take action.

e People’s characteristics, needs and life situation all play a role - being
sensitive to the complexity of different clients’ contexts means we can
provide support that is more appropriate, relevant and meaningful for
every person we come into contact with.

e This measurement approach works - we can start to test and adapt our
money skills questions for use in follow up with client progress and across
wider channels and organisations.

We'll also continue to support and inform the sector’s understanding of what
approaches do and don't work to improve people’s financial capability,
contributing to the national evidence base of the UK Financial Capability
Strategy, particularly for those who are the most vulnerable in society.
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Appendix

Results tables

Total responses and representativeness

Total local Citizens Advice 39
that took part (from Wales and every region in England)
Total surveys completed 1074

Total incomplete surveys
(excluded from analysis) 58

Survey representativeness of
Citizens Advice clients 95% confidence level with 3% margin of error

Survey representativeness of
local Citizens Advice 80% confidence level, with a 10% margin of error

Number of responses per question

Knowledge Action

No. %
Keeping track of money 968 90% 963 90%
Controlled spending 946 88% 944 88%
Having enough money to
live 955 89% 938 87%
Planning ahead with
money 945 88% 938 87%
Looking for the best
deals 948 88% 947 88%
Staying informed about
your money services 941 88% 935 87%

Mindset
%

No. respondents to

all questions . %
Money skills areas 747 70%
Numeracy screener 764 71%
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High, average and low scores across each money skills area*

Financial Capability Area High scores Average Low scores
Knowledge 54% 14% 32%
Keeping Track Of Money Actions 58% 10% 32%
Knowledge 58% 14% 28%
Controlled Spending Actions 57% 13% 30%
Knowledge 57% 15% 28%
Having Enough Money To Live |Actions 52% 13% 35%
Knowledge 53% 14% 33%
Planning Ahead With Money |Actions 55% 13% 32%
Knowledge 57% 15% 28%
Looking For The Best Deals Actions 61% 12% 27%
Staying Informed About Your |Knowledge 42% 16% 42%
Money Services Actions 44% 1% 45%
Confidence Mindset 40% 12% 49%

Correlations between the money skills scores

All money skills areas were found to have statistically significant positive
correlations with one another using Spearman’s Test (R >0.5).

Representation of client characteristics

Overall survey participants are representative of the characteristics of clients we
saw over the course of the period the survey took place, apart from small
variations which can be explained by some of the effects created by the process
of administering the survey.

There is a slight overrepresentation of households earning over £3000 pcm
(+6%) however this can be partly explained by monthly income erroneously
being put down as weekly income. There is an under representation of clients
with benefits (-16%) and debt issues (-8%) and overrepresentation of financial
services & products (+8%) and other issues (19%), most likely due to the effect of
the survey identifying additional needs in these areas, differences in recording
created by the administration of the survey and the potential filtering out of
those with more pressing or complex issues.

40 percentagesare based on number of responses per question (n=903>968)
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Qualitative feedback

Our qualitative analysis looked at the open text responses to a question asking
participants to tell us in their own words, when it comes to money matters, what
they find hard to do and what they need help with. Of the 1,074 survey
participants, 40% (431) responded to these questions and we analysed just over
20% of those responses used Nvivo 10.

Approach to sampling and data collection

In May 2016 we placed call-outs inviting local Citizens Advice across England and

Wales to take part in the survey. In some regions we followed up to ensure those
engaged with the survey were proportionately representative of our service as a

whole, in terms of the number of clients seen per region.

We asked each Citizens Advice service to invite every client to complete the
survey, which was a 3-sided paper-based questionnaire, while waiting for an
appointment or drop in service at their locations.

As part of this we took into account different considerations to do with various
data collection methods, such as self-reporting, data entry errors and response
bias.

Survey design

There has been extensive work done to define and measure people’s financial
capability, going back to the Personal Finance Research Centre’s Baseline Survey
in 2006*', to the Money Advice Service's Tracker Survey in 2015%. Over the
course of the last two years, we've defined the interlinking aspects of money
skills for our clients, developing areas and questions that have been tested and
validated with experts* and through our research.

The areas have been developed to align with outcomes in the Money Advice
Service UK Financial Capability Strategy Adult Outcomes Framework to ensure
that any findings gathered using our questions contribute to the national
evidence base. Our money skills areas underpin the questions we used to survey
our clients’ money skills needs using a self-assessment approach. To measure
numeracy, we used a functional numeracy skills screener developed by National
Numeracy, which has been tested in a variety of service settings, including
Jobcentre Plus.

41 Personal Finance Research Centre, Financial capability amongst adults with literacy and
numeracy needs, January 2007.

42 Money Advice Service, Financial Capability in the UK 2015, 2015.

43 Citizens Advice, Measuring Financial Capability, 2017.
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As shown in the diagram below, within each money skills area, there are one or
two sub-areas. The first sub-areas underpin primary questions which assess the
main aspect of each money skills area. The remaining sub-areas underpin
secondary questions that assess more general knowledge and actions that
clients need to support that area overall. In the survey we focussed on asking
about the ‘primary’ aspects of each money skills area to keep the survey to a
reasonable length and maintain question granularity.

The Citizens Advice Money Skills Areas

Keeping track of money Controlled spending

@ Keep track of money going @® Spend or save only what | can

out, money coming in and afford after covering the basics |
calculate what's left over. need to live, like food, housing Q
@ Check my current balance and electricity.

and keep my papers in order.

Having enough money to live Planning ahead with money

@ Have enough money to ® Know when my bills and

© cover the basics | need to live payments are due and keep on
like food, housing and top of priority bills, like for ooo
electricity. electricity, loans and council tax.

@® Put some money aside for big or
unexpected costs.

Looking for the best deals Staying informed about money services

@ Look at different options anu @ Read the main information
buying the best deal for things  about money services | get like
like food, clothes, large items or  banking, benefits and loans.
services like phone, electricity @ Stay on top of changes to
or insurance. these or get help when | don't
@ Get different opinions on understand.

what | am buying, like from
reviews and comparison

websites.
.. @ Confidence about taking action on my money matters.
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Citizens Advice Financial Capability and Numeracy Survey
Thank you for taking part in this survey, it will help us to improve our services.

1. Please fill in the below:

First name and last name Telephone number Email address

What is your weekly househaold income
before you pay your rent or mortgage?

A OFFICE USE ONLY: | Petra
.

2. TICK ALL THAT APPLY

Are any of these life events affecting you?

(0 Relationship break-up [0 Gender violence or abuse O Debt

O Marriage O Lost job (O significant increase in income

[ Pregnancy [ started new job (O Significant decrease in income

(O New child O Retirement O Mental illness

O Bereavement O Moved house O Physical illness

O Dascrimination O Lost home O Disability

Would you need help with any of the following? Is English your first language?

O Reading or writing English O Using online forms, e.g., job or benefit applications Yes(O No (D

FFRPNE T NI B0 et s et b bt

When it comes to money matters...

Tick if you are happy for Citizens Advice to contact you again for a survey in one of these ways: Email O Telephone O

Please tick one per row Financial Capabili
Mo Mone to Some Some to G d t

How much do you know about... knowledge some knowledge » mowledge excellent kn
knowledge vl edge nowledge

..keeping track of money going out, money coming in and
calculating what's left over?

~Sspending or saving only what you can afford after
covering the basics you need to live, like food, howusing and
electricity?
-naving enough money to cover the basics needed to live?
planning ahead to keep on top of bills and payments?
«Jooking for the best deals when buying things like food,
clothes or services like phone, electricity or insurance?
..the main information about your money services like
banking, benefits and loans?

How often do you... Never to  Sometimes 5 s Often Oftento  Very often Don't

sometimes 2 know

..keep track of your money going out, money coming in
and calculate what's left over?

...spend or save only what you can afford after covering the
basics you need to live, like food, housing and electricity?

.hawve enough money to cover the basics you need to live?

—.plan ahead to keep on top of bills and payments?

..look for the best deals when buying things like food,
clothes or services like phone, electricity or insurance?

..read the main information about your money services lik
banking, benefits and loans? EI

No Mo to Some Some to Good Good to High  Don't

How much confidence do you have about confidence some confidence good confidence  high  confidence know
confidence confidence confidence
..taking action on your money matters? | | |
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4 Copyright © 2017 Citizens Advice All rights reserved. These questions and scales are owned by
Citizens Advice and subject to copyrightrestrictions so reproductionmust include the relevant
copyrightstatementoutlined at the end of this documentand no changesto its wording, response
categories or layout must be made. For further information please contact the Citizens Advice
impact and evaluationteam: impact@citizensadvice.org.uk
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Read the information on the left and answer the questions on the right

Going to work

Bus 599
To Endham: Monday to Friday Only

Susie lives in Starton, and she takes the 599 bus to her work in
Endham.

+ She wants to be at work by 8.45 a.m.

» |ttakes her 10 minutes to walk from Endham Bus Station
to her work.

Mumeracy

nmmuu

What time is the last bus Susie can catch to get to work on time?

What time will Susie arrive at work?

Susie is paid £9.00 per hour.
These are her working hours:

# Start Time: 9.00 a.m.
# Finish Time: 1.30 p.m.

0700 | 0720 | 0740 | 0800 | 0620
HetonSauare | 0718 | 0738 | 0758 | c81s | 038
e oag | 0728 | 0748 | 0aos | 0s2e | asas
:Qlﬁr:reer 0734 | 0754 | OBT4 | 0834 | 0854
::(:;:-::m- 0738 | OFS8 | OB1E | D838 | 0858
:m;:r::srrnr 0742 | 0802 | 0822 | G842 | 0902
Eu"f?r::h-r o750 | 081D | 0230 | 0850 | 0970
Getting paid

How many hours does Susie work each day?

How much does Susie earn each day?

Susie gets a 5% pay increase. What is her new pay per hour?

The above screener is copyrighted to National Numeracy.

Numeracy Scoring

The numeracy screener was designed to identify candidates with poor numeracy
skills that are likely to limit their ability to cope with the mathematical demands
of the world of employment and everyday life.

5 Marks / Green - Candidateswho obtain full marks should be able to cope with most basic
numeracy demandsin non-technicalwork settings and in everyday life. The Challenge can
provide useful support to candidateswho want to develop their mathematicsfurther.

2 - 4 Marks / Amber - Subjectsin this range have demonstrated some facility with everyday
mathematics, which will allow many numeracy-relatedactivities to be successfully completed
in the world of work and in everyday life. However, there may be significantareas of
weaknessand the subject would be likely to benefit from systematicwork to improve their

numeracy. The Challenge provides an ideal self-help tool for candidatesin this category who
want to improve their mathematics.

learning.

0 - 1 Marks/ Red - This category correspondsto a very low standard of numeracy. Subjects
in this category are likely to experience severe difficulty in dealing with even the most basic
numeracy demandsin the world of work and in everyday life. The Challenge can help these
candidatesto identify misconceptionsand plan the next steps in their mathematical

33



Free, confidential advice.
Whoever you are.

We help people overcome their problems and
campaign on big issues when their voices need
to be heard.

We value diversity, champion equality, and
challenge discrimination and harassment.

We're here for everyone.
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Our impact and evaluation team are responsible for customer insight research,
assessing service effectiveness through evaluating what works, and using our
evidence and analysis to understand and demonstrate the impact and value of
Citizens Advice. They also work with others in the sector around impact and
evaluation, shaping approaches and sharing findings.

To find out more, follow our impact and evaluation team on Twitter
(@CABImpact) or get in touch: impact@citizensadvice.org.uk
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