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Executive Summary

The promotion of saving has been the sudbjef Government activity for a number of yeavghen
the Financial Inclusion Taskforce wasappointed for a second thregear period in 2008, its terms
of reference were extended to cover savinghisstudy was carried out tprovideanoverview of
the existing evidence onon-retirement saving among loweancome householdand is intendedo
help the Taskforce identify the potential for increasing levels of saving gri@se groups and
improving takeup of saving products from regulated provideriefindings are based oa review
of the literatureand secondary aalysis ofwo existing data sourceshe Baseline Survey of Saving
for and byChildren(BSSCand the first pilot of the Saving Gatewagovernment supported cash
saving scheme for peopte low incomes and of working age

Patterns of saving

Most people on lowr incomes save in some form, albeit sporadically and in small amolimse is,
however, a heavy reliance on informal saving metha@igh as saving cash at home and buying
savingstamps

The reasons fosavingamong people on lower incomésnd to fall into two broactategories saving
for a specific, typically sheterm purposeor anticipatedexpenseand saving to provide a financial
safety net.Although many people with low inmes aspire to saving towards longerm needs,

such as fotheA NJ O K futir& meEdgnebée immediate priorities mean thdew do so in practice.

Regardless of income leypkople tend to approach saving in a way that is consistent witbex
seatal dispositionRainy daysavers are the most committed types of savers, who save actively and
most regularly and with no specific purpose in mimdteadseeing saving as a priority in itself. This
approach normally starts in childho@hdbecomnesa selfreinforcing habit throughout adulthood.

Instrumentalsavers; who representa large and diversgroupg find it difficult to save without a

specific goal in mind and consequently cycle through phases of saving and spending. As a result they
often have nosavings at all or only small amounts saved. Instrumental savers tend to be people who
have only started to save as a teenager or as an adi@anwhile,the small minority who ar@on-

saverssee little reasorg practical or psychologicglto save.

Manynon-savers become instrumental savers with time. Moreover there is evidencewithtthe
right ineentives, some noisavers and especialigstrumental savers cagonvert torainy day savers.

Levels of saving account-holding

Analysis of the BSSC showd tloaver-income familiewere less likely tthave a savingccount (53
per cent) compared with betteoff families (82 per centiAt all incomdevek, having any money
saved in an account was much less comni@m accountholding: £wer than one in five @ per
cent) of all lowetfincome familiehad any money saved formally

Vi



Lowerincome families who wereenting their homeparticularly if renting from a social landlord,
one-parent familiesand thosein which one or botthouseholderavere not working wee at
increased risk ofaving accoungxclusion other thingg(including incomelpeing equal

People of Asian or Asian British origiare less likely than other groups to have a formal saving
account, even after accounting for other characteristigamitting money abroad and a preference
for alternative forms of financial provision (such as investing in property, figsmess and gold)
help to explain thdow rates of saving among some minority ethnic (and migrant) groups.

Lacking a current account wakoindependentlyiinked with increased likelihood of lacking a saving
account among loweincome familiesalthough the effect was not strong

Somewhat different factors related to hang no money saved in an accoukving in Scotland,
Wales, and espéally Northern Ireland anfiaving nounsecured borrowing or larggmounts in
borrowingincreased the likelihood of lackifigrmal savingsndependently of other factors.

Nonethelessattitudinal characteristicsvere important drivers of being without a gag account

and being without any formal savingss wagseporting never or hardly ever having money left over
at the end of the week or montiThe researcladditionallysuggests thahaving an unstable income
isimportant for understanding saving exclosj over and above the effect baving a low income

Active saving and the attractions of saving informally

The likelihood ofavingactivelyinto an account was also far lower among lovizome familieg37
per cent)than those who were better off (6per cent).

When informal saving vgataken into account, the differee betweernthe proportions of lower
income and betteroff families who wee saving narrowd considerablyThirty-eight per cent of
lower-income families werenly saving informallycompaed with 21per centof better-off families

Theattractions of saving informaligentified in researclincludethe ability to save small and
varying amounts conveniently, as and whmoplecould afford to do s@nd theability to save
directly towardsa particular purpose.dgio-cultural factors, such amnexisting tradition or culture
of use ofparticularalternative providers, trust and familiarity withdividualorganisationsand the
potential for some schemes to fulfil a social functialso plyed a role.

Not saving at all and how to shift priorities

Neverthelessfamilieswith lower incomes werestill more likely(25 per centthan better-off families
(12 per cent) to not be saving actively in any way, not even informally.

The inability to sa& due to a lowg or unpredictableg disposabléncome is generally considered the
main reason for not saving at all, including by individuals themsdHmgever, a lack of money does

not fully explain why so many people do not sawstead, it is importat to distinguish between

being unable to save due to a lack of money and being unable to save due to having other priorities.

This raises the question of what can be done to encourage people to shift their priorities. Since
patterns of savin@re set eaty in life initiatives that encourage children to save have particular

value. Some providers offer special accounts for children and some third sector organisations work
with schools to provide saving clubs. Both are initiatives that the Taskforce magovgstmote.
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Experience with the Saving Gateway shows that adultsawers can be encouraged to save with
the right account and if the reward is high enough. Moreover, once they had started to save many
Saving Gateway patrticipants continued to do so atehd of the life of the account.

Barriers to saving formally and how they may be overcome

Overall, the existing evidence base provides a good understanding of the factors that inhibit and
incentivisesaving formally among people on lower incomes.

Comparel with other areas of financiaervices, therare no major structural failures in the supply
of saving accourst Where failures do exist, theseflecta mismatch between what people on
lower incomes want or need and the products and services that aiadle The study has
identified tkK NB S a-83VIYNNA S NB Q (i fvhedethedhpylAbarfiezsNidéiadivith &nd
reinforcethe demand barriersThese relate téHccesQ¥nowledge and understandiggnd the
Wttractiveness of formal product

While the evidence shows that tHgaving Gatewalyas the potential to overcome many of the
barriers identifiedthe findingssuggesbther actions that the Taskforce may wish to explore.

Access

Local branch closures nonhly create a geographical acdst barier to the use of their services but
create an even greater psychological oReople on low incomes or from a Black and ethnic
minority backgroundnistrustcommercial providers who they believe are neitliraerestedin nor
understandtheir needs.Thisis reinforced by the application adentity checksand the behaviour of
a minority of staff

The evidence shows thatsted providers with a local presence can play a role in overcoming both
physical and psychological access probldggerience from tle two Saving Gateway pilots shows
the importance of trusted intermediaries in helping people overcome psychological barriers.

The Taskforce may, therefore, wish to promote the availability of the Saving Gateway through the
Past Office and credit unions aradso to encourage saving through third sector organisations
alongside loans from the Growth Furielnancial Inclusion Champions also have an important role to
play in encouraging intermediary organisations to support people who may wish tdasavaly but

are fearful of approaching provideror who encounter difficulties with accourtipening

Knowledge and understanding

The complexity ofinancialproductsgenerallyO2 Yo A Y SR g A (i KexhdBedelan8 Q& f I O

understandingdetersthem from using fomal saving productshis is compounded bylack of
productswith asimple expression of returrenda paucity of easyo-read productinformation.

Rather than try to educate people to deal with inappropriate complexity, the most effective way of
tacking a lack of knowledge of saving accounts is to try and remove the barriers. The provision of
easy to understand accounts has been shown to be the most important factor for encouraging
people on the very lowest incomés open an accounfThe simplicity bmatched saving and bonus
payments means they have a far greater effect than interest rates or other financial incentives.

People on low incomes also need clear information about accounts that is easilyiblec@sasted
intermediaries have an importamole to play as a source of information and advice.

viii
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In promoting saving generally and through third sector organisations, the Taskforce should bear in
mind the need for simple accounts that are accompanied by-&asgad information. The Financial
Inclusion Champions can also encourage intermediary organisations to provide information and help
to people on low incomes who may want to open a saving account.

Attractiveness of formal products

Thedesign of formakaving accourstmeans they are lessttractive to people on lower incomethan
informaland alternative methods of savinghe returns on a conventional saviagcount are
insufficient to counteracthis or to encourage people not to spend

In general, the rate of return is the most important imtize for account openingmong people on
lower incomesand also for saving into it. The Saving Gateway has recognised this fact and will be
offering 50 pence matching for every pound that is saved. A lower match rate is likely to be
insufficient to convine nonsavers to start saving.

It is clear that people save in different ways for different pugmsAmong those on low incomes
formal saving accounts are thought to be primarily for rainy day saving. They often save up
informally for known expenditurehis isthe reason why Christmas savisghemedave been so
attractive. Some buildingosieties and credit unionare now offering Christmas saving accounts.

Some people also choose to save informally because they like to be able to see their savings mou
up. A saving account that caters for people on low incomes does, therefore, need to have a
passbookor something similar for it to have the same attraction.

There isalsoa general preference among people on low incomes for accounts that inceritieise

not to make withdrawals but allow easy access in an emergency without too great a penalty. The
exception is accounts where the money is being saved for a particular purpbeathey may

prefer not to be able to access the moneyadituntil a predetermined date.

The Taskforce may wish to promote the development of successor acdouhes Saving Gateway
which, though not able to offer sudenerous returnshave thekey attributesthat encourage
people to retainthe savings they have accrued and ethcontinue to reinforce the saving habit.

Encouraging longer-term and regular saving

Finally, vihether people save formally or informally, the most common pattern is saving to spend. A
key challenge is, therefore, to find ways of encouraging people &neixtheir saving horizons and
to begin saving for nespecific reasons (such as rainy day saving).

R Aye@ RIFI& a4l OSNBR NB Wo2NyQ G | @Saighess&l NI & | 3S
encouraging saving at a very young age through, fomgka, financial education initiatives that help
students learn the importance of saving and other money management issues.

Among adults, the factors that encourage regular and losigen saving include establishing
realistic saving targets aradroutinefor making deposits so that the money saved is not missed.
Again incentives to retain the money in the account encourage people not to withtliauwnoney
saved.



1 Introduction

This study was carried out to provide an overview of what has been leamtdxisting research

about nonretirement saving among loweéncome groupsThe promotion of saving has been the

subject of Government activity for a number of yedree Government recognised the benefits of

financial assets iklelping people to save,mnsultation paper that was published as part of the-Pre

Budget Report in November 2000. This publication also identified the need for incentives to save

that are targeted at loweincome households. It was followed, in April 2001, by the publication of
Saings and assetsforall g KA OK &S0 2dzi GKS D2OSNYYSyidQa S| NI:¢
HM Treasury has been piloting and developing the Saving Gateagpvernment supported cash

saving scheme for people on low incomes and of workingzdgenational roltout in 2010. And in

2005, the Child Trust Fund was launched to ensure that every child would have an asset at age 18.

In 2008, the Financial Inclusion Taskforce waameointed for a second thregear period and its
terms of referenceextended to cover savingg.he findings from this studyill therefore be used by
the Taskforce tinelp identify the potential for increasing levels of saving amomger-income
groups and improving access to and takeofsaving product from regulategoroviders.Theresults
are based on a review oésearchiterature and secondary analysis of two existing data sources.

1.1 Aims and objectives

The overall aim of this study was to identify and understand the barriers to saving formally among
lower-income haiseholds and how these may be overcobyedrawing on the existing evidence
The main objectives were to:

e ARSY(ATE (KRS RSI® FTUWREIVRINER G KF G f AYAlsaving Ay 3 AY
products in particular;

e identify the keyBupplyd A R Si€rs prelveting lowincome households from saving in
regulated products;

e assess the relative importance of supply and demsiade barriers and their inter
relationships;

e provide an understanding of the different ways in which people save and how differen
barriers might impact on the different types of savers (and-sawvers);

e identify any supphside responsew the barriers for which there is promising evidence of
take-up; and

e help the Taskforce identify priority knowledge gaps in the savings resketure.



1.2 Overview of the study approach

The findinggpresented here drawnainlyon a review of previous researchhereview focused on

literature reporting primary research omon-retirement saving among lowdncome groups

undertakenin the UKsine 1998 In total, aound 90 reports andpaperswere identified in the

research literature as providing potentially relevant empirical evidd¢ndaform to the aims and

objectives of this reviewHowever many of theseaddressedsavingbut without specift reference

to lower-income groups or, conversely, addressed access to financial products amongricarae

groups but without a specific focus saving produd. As such,my a minority(15)of the papers
directlyaddressed the issue of saving in lowleyy O2 YS 3 NP dzLJa @ awkiéhdeflectdO2 NB Q
fair balance between qualitative and quantitative primary studies (plus one literature regitmn

the main evidence base for the review, supplemented with the findings from the remaining studies.

An initial scoping review of the available literature identified key knowledge gaps which could be
addressed readily by undertaking secondary analysis of existing data sources. Consequently, the
subsequent full review of the literature reported in this papecorporates some new analysksrst,

the Baseline Suryeof Saving for and by Childrprovideddetailed quantitative evidence on savings
holdings and saving activigind its relation to current account exclusiorhe survey was unusual in
capturing bah informal and formal saving, allowing us to construct of a typology of saving based on
the combinations of approaches used and exploration of the approaches used at different income
levels and variations withia subset of the lowefncomefamilies Secmd, the evaluation ofhe first
pilot of the Saving Gateway providigualitative and quantitative evidence amcentives to saveWe
havere-analyse data from depth interviews witlschemeparticipants and from surveys with
participants and a control group provide a better understanding of the impact of a range of
incentives to save with regulated providers.

Furtherdetails on the approaches used can be found in Appendix 1.

1.3 The structure of this report

The report begins by outlining the reasons why peagh low incomes sayéhe different

F LILINRF OKSa (2 al @Aay3a dzaSR3I I y#coin&dgsoups.[IChapter® (i & LIS &4 Q
expands on this bgxaminingthe numbers who have saving accounts and any money saved in these

and the extent to which peoplare saving actively, either into saving accounts or via informal

methods of saving.

Chapter 4considerghe significant minority of people who were not savimigall and the reasonfer
this. It also examines the larggoupof peopleon lower incomes wh were only saving informally
and the factors that attract people to saving through these alternative means.

In hapter 5, the focus turns to saving formally, and the demand and supply factors that have been
evidenced to act as barriers to saving with rieded providers. Chapter 6 considers the triggers for
starting to save and incentives to open, save ol retain money imn account

Finally, Chapter d@raws together the main findingsom the previous chapter® consider what
needs to be done to emurage higher levels of formal saving among people with lower incomes.



2 Patterns of saving

Most peopleon low incomesavein some form albeit sporadically anth small amountsThe
methodsused vary considerably and there is a heavy reliance on imflcsavingnethodsamong
those on the lowest incomes in particular. The ways in which peoplessaveked with their
reasons fodoing so, which in turn reflect a combination of saving needs, the ability to save and
natural inclination to save ia particular way

Drawing mostly on qualitative researchjgchapterprovides an overview of the saving patterns
evidenced among low income groups, considering first the ways in which peopldlsvéhe

reasons for saving and a typology of savers (andsawers) Thechapterconcludes by focusing on
longterm saving, a type of saving that many people on low incomes aspire to, but do not undertake
in practice.lt should be notedhat savings a dynamic procesSo,whilst the ability to save varies

over time with changs ineconomic and family circumstances, so do the reasons for saving and the
methods usedKempson, 1998aNhyley and Kempson, 2000b

2.1 Reasons for saving

t adO0OK2f238 NBaSINDOK KFd ARSYUATFASR | coHdeteS NI NOK &
goals(purchases, holidays ej¢cthrough intermediate goals including security, retirement, debt

avoidance and precaution to the more abstract goals ofestifem and selfratification (Canova et

al., 2005). In practice, the reasons for saxangpng lowefincome households are more often

described in terms of two broad categories: saving for a specific purpose and saving to provide a
financial safety net (see for exampleregory and Dieford, 2006; Graham et al., 2005; Edwards,

2001) Kempson (1998) identified the following as the main reasons for saving described by people

on low incomes:

e To pay bills

e /| KAt RNBYyQa ySSRa 3ISYySNIftfe

e To meet specific and anticipated expenses e.g. deguyatar tax
e Christmas and other family events (such as weddings)

e Holidays

e To provide a safety net / peace of mind

What people save for, however, is more than a stra§# N NR NBEFf SOlGAz2y 2F LIS2
It alsoreflects the ability to savén turn influenced by lifestage and economic statyandan
underlyingdispositiontowards saving S RA a4 0dzad GKS RAFTFFSNBYy(d dzyRSNI &
section 2.3. But first we consider the different ways in which people stive methodsusedand

types of savingactivity ¢ which are linked closely with the purposes for which people save.



2.2 Methods of saving

Some methodef savingare more visible than others, whit@me may not be perceived as saving at
all. This sectiodistinguistesbetweenthe formal and informalmethods of saving people use

2.2.1 Saving formally

A variety of produts exist that enable people to save formahjth regulated provideréncluding

cash deposit accounts, investment products and life insurance poliksabie next chaer exploes,
although many lowncome households had some form of saving product, usually a deposit account
with a bank or building society, few were saving into these. In prior research, where money was
saved regularly by those on the lowest incomes, this relatedtly to saving into life Burance

policies (Kempson, 1998a

People on low incomes tend only to use fornsalving accourstwhen they want to put money away
for longerterm needs. Qualitative research found the most common reason people saved formally
was to build up savings for their children (or grandchildren), to ensure they had a good start in life
(Kempson, 1998aR quantitative study found evidence to suggest thatthough people from

poorer backgrounds are less likely to save in order to bequeainey,once assethavebeen
accumulatedhey are keener than others to retain these to leave to children and grandchildren
(Rowlingson and McKay, 2005)

Qualitative research haalsofound that lowsincome households were usiisgving accourstto

provide security for the future in case of a rainy day or for old age (Kempson 1998a, Dominy and
Kempson,2006)! aAy3d fATFTS AyadaNIyOS L2t AO0OASaE sdag8nolINR A RS
to encumber family members) was not uncomm@n the other handsaving formally towards a

specific purpose wamore unusual and limited to the large expense of a family holiday or a car

(Dominy and Kempson, 2006; Kempson, 1999a).

2.2.2 Saving informally

In contrast to saving formally, saving informadlywidespread amondpw-income groupshough it
R2S&a y20 0SyR (eenadlly spedkihy, peogie af githedsaying @ to meet an
anticipated expense, such as Christmas, a family event, schoobtrilesorating, or they are
putting aside for an anticipated lisehold bill. A minority of people do, however, save money
informally for a rainy day (Kempson, 1998a; Kempson, 2002; Whyley et al., 2000).

Various tudies haveconsiderednformal methods of savindncluding saving cash at home, buying
saving stamps anlétting money mount up in a current account (BMRB Social Research, 2006;
Graham et al., 2005; Opinion Leader Research, 200 studyidentified the wide range of
methods used by people on low incosia particulat whichadditionallyincludedletting benefits
mount up before drawing therrover-paying fuel prepayment meter@aying into Christmas clubs
and a minoritywho saved by giving may to a relative (Kempson, 1998a

! Saving into @ension, meanwhile, was very uncommon indeed (Kempson 1998a), especially among minority ethnic
groups (Kempson 1998b).



Savingnformally tends to be undertaken routinely (often as part of everyday @yamanagement)

and the money saved in this way tends not to be missed at all, helping to explain why people often
do not perceive these methods as savpey se(Whyley and Kempson 2000bhéeTsavings that are
accumulatednformallyare viewed as more acssible and suited to meeting shetdrm needs
(Chapman, 2003; Dominy and Kempson, 2006; Whyley et al., Z00@ugh informal savinig
normallyassociated with sang small amounts (Kempson, 199&ominy and Kempson, 200&he

sums sged can mount ugKempson, 1998aVhyley and Kempson 2000b

2.3 Types of saving

Qualitativea (i dzZRA Sa KI @S y2GSR GKIFG a2YS F2N¥Y&Stu®T al gAy
participantsthemselves, whilst otherg especially those that involvthe use ofinformal mehodsg

arenot really deemed to be savirgg all(Kempson, 1998&Kempson, 2002; Whylest al., 2000)

Kempson(1998H distinguishedbetweenthree typesof savingactivity:

e Putting money into savings
e Saving up
e Putting money aside.

Theseconceptually distint waysof savingeflect thedifferent reasons whyeoplesaveand the

methods they usdformal orinformal), along with thér abilityto save once daily living expenses are

met. It is the first of theselputting money into savingdwhichpeople tendto LISNOSA @S | a Wal @
but which is only common where some disposable income remains after outgoings have been met

Money saved in this way i®rmallydeposited in formasaving accoumstor used to buy insurance

policies(life or endowmentpolicies)and isusually saved for no specifitirpose andor the longer

term (Kempson, 1998a

Baving u@in contrast, normallyelates tomoney that issavedtowardspaying forspecific purposes
that involvelumpy expenditurewhichcannot be accommodated withitie normal budgetingycle
Saving in thisvay uses either formasaving producs or informal method¢Kempson, 1998a
However, @rticularly when informal methods are used W& | @oksyid tendiztal@e seen as
saving(Kempson, 2002)nd this wasspeciallyapparent in recent research witlsers of Christmas
hamper typeschemes (Opinion Leader Research, 2007)

Finally,gutting money asidQinvolves rotinely setting aside a certain amount of money to put
towards regular household expenditure, such as bills. The amounts saved are typically small and
saved informally, for example in cash containers, put into savings stamps or given to someone
outside thehousehold for saféeeping(Kempson, 1998aAgain, this type o$aving is often not

really deemed to be saving at iVhyley et al., 2006).

Aljdzl yGAGEr GA GBS alGdzRe F2dzyR (KF(G WLHziGAy3a Y2ySe Ay
peoplefrom low-to-middle income groupéNhyley and Kempson, 2000&)owever, thiform of

savingwas much less likegmong those on the lowest incomes, for whom there common forms

of saving by far,were Waving upln the shortterm and‘gutting money asid@

The fact thatonly the first of these forms of savingreadily recognised aga | @ugged<xhat
studiesq including qualitative studiesin which the languagased to talk about saving fails to



encompassill threetypeswill unwittingly portray a distorted and understatedpicture of saving
especiallyfor lower-income groups

2.4 Types of savers

Whilst peoge mightdemonstrate more than one approach to savagpriorities orresources

dictate, the evidence suggests that people tend to behave in a way that is consistent with one main
approach throughout their lifetimes, reflecting some desgated dispositin (see for example,
Kempson et al., 2002Jhe most detailed fyologyfor understanding the approaches people take to
savingwasdevelopedbased ordepthinterviews withpeopleliving inlow-to-middle-income
household (Whyley and Kempson, 2000Regardless of the methods and forms of saving activity
people used in practic@s outlined in sections 2.2 and 2.3 above), the siddwtified four distinct
typesof savers.We describe the main features tifesebelow drawingheavily on findings frorthis
study (Whyley and Kempso2000b) supplemented byhose froma similar study which looked at
saving patterns across all income grouRswlingsoret al.,1999) Other studies are referenced as
appropriate.

2.4.1 Rainy day savers

Rainy day sars, who Rowlingson et al(1999)0F f f SR W ResRafe the moStRdnmidtdd &
types of savers. These are people who sastésely and often regakly andwith no specific purpose

in mindand tend to build up the largest sumBhe sums saveeyhichgenerally take the form o
flexible,multi-function pot of moneyDezyk and Slater, 2008dwards, 2001 are conceived as
providing security against unexpected eventualities such as job ldssaith or unexpected
SELSyasSas aa2daAd A yneyskept$oé rtiremantkab whithpdi® the  KS Y 2
psycholgical value of savinggducesfor somepeople although breaking the habit proves difficult
for others (Wells, 2008)

Forpeople who save in this wagaving is satisfying and a priority in itséloreover,rainy day

saversare likely to feel discomfo® NJ RA & (i NB&aa AT {KS Eonsequgn®yiiwilk I &S
it is the most committed type of saving approach it is also the most endunorgnally starting early

in childhoodwith parental influenceandbeingretained in adulhood througha selfreinforcing

habit.

Rainy day savers are unlikely to move out of this categoimangingheir pattern of saving only in
extreme circumstances. They may reduce the amounts they save or, more rarely, stop saving
altogether for as long as circumstances dietbut are extremely resistant to running savings down.

The rainy day savers identified in the qualitative study of people ortdemviddle incomes wee

aged in their late 20s to mid 60s and were mostly wor#nwere owneroccupiers and most had
white-collar and relatively stable employmerthough they included people who had been on higher
incomesuntil recently(Whyley and Kempson, 2000Rainy day savers made up about three in ten

2 A fifth3 NP dzlang2efim savers were found only among those towards the higher end of the-towniddle-income
spectrumand are notdiscussed here. See section 2.5 for consideration of saving for thedongamong lowefincome
groups.
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of the participants of the firspilot of the Saving Gateway govenment supported cash saving
account aimed at helping to encourage saving among people of working age on lower incomes
(Kempson et al., 2005)

2.4.2 Instrumental savers

The saving behaviour afstrumental saerscwhow 2 g £ Ay3az2y Sid |t oiadpppd OF f
sawers gischaracterised @ | LI GGSNYy 2F wal @S (2 aLISYRQ>I gKSN
particular purpose and then spent, more often than not all in oneFgwinstrumental savers

spending is the primary driver of saving morey manyfind it difficult to save without a particular

goal in mind.

When the need or desire for a particular saving goal is strong, instrumental saving can be a
dedicated form of saving. Howevemlike the rainy day savers, instrumental savers do notring

fence moneydr saving and are more likely to save whatever spare cash is left at the end of the
month. Extra money received, for example as a gift or other windfall, is likely to be found a purpose
on which to be spenfThe cyclich Y I (i dzZNB 2 FalsW@dagiBat ins2umentalSatetwill
often have no savings at all or only small amogatged

Again, this pattern of saving can be set in childhood or later, in the teens or 20s, aradfikday
saving, can also be very enduring. Howeves groupcan be&ome nonsavers at the end of a save
and spend cycle if further saving goals do not preséntat certain trigger points in life such as
transitioning into marriagéhereby becoming partly responsible for another persorsetting up
homec or reachinga certain agesomeinstrumental savers begin to value future security and
becomerainyday saversThe evaluation of the firgtilot of the Saving Gateway fouralear
evidence of the potential for people who previously saved to spend to be convertednip aday
savers (Kempson et al., 2005).

In comparison to the rainy day savers, instrumental savers form a large and diverse group. They
comprised about a half of participants of the first Saving Gateway pilot (Kempson et al., 2005).
Instrumental savers estiin all age groups, though they tend to be concentrated among the younger
age groups, and are found disproportionately among people in less stable and lower paid
employment (Whyley and Kempson, 2000b).

2.4.3 Non-savers and passive savers

Although many peoplera without any savingat any point in time(see sectior8.2.2), very few are
0 NYzt & | @\8iiRe@as people who do not actively save at all and have no plans to start saving
in the near future(Whyley anl Kempson, 2000b)

Being a norsaveris strongly associated with youth, and often occurs among |geapo are single,

workingfulli A YS | YR R2y Qi KI @S OKAf RNBY I-sazeddhadyelitly’ 3 LIS 2 L
reasonc whether pracical or psyhologicalc to save They tend to believe it A @Ay 3 F2NJ (0 KS
are more likely than the other groups to borrow; in turn the burden of paying down the borrowing

becomes another reason not to save.



To a great extent, nosaving reflects havingot yetdeveloped a pattern of savinlylany non-savers
becomeinstrumental saverin time. And the first Saving Gateway pilot showed thatdstantial

minority2 ¥ LJF NIi A OA LJ- yail-ad SoNE2Q g SINKBI KISy 20yA Y Svenibkécdrde 2 LISY SR
rainy day saverduring the life of the pilofKempson et al., 2009)\onethelessfor some,not saving

was born out of a strongheld rejection of any value of saving since childhood or because of long

term poverty (Rowlingson et al., 1999).

Passive savers ageparticuar type of nonsaver, thekey differencebeingthat they can appeato be
saverswhen they are not. This issually because someone else has accrued savings on their behalf
to which they have never personally contributed, or becausewifafall (e.g. aax rebate or

bequest Whyley and Kempson, 2000l terms of their approach and attitudes towards saving,
passive savers are very similar to reavers. They do not place sufficient value on the savings they
have come by to keep it in savingss such,hie majority of passive savers interviewed in the
gualitative study had spent the money in full as soon as they acquired access to itjoedane
instrumental saverdviost passive savers were in relatively unstable relationships, were renting their
homes and were supporting their entire households in painie and bluecollar employment, more

so than in the other groups of the typology (Whyley and Kempson 2000b).

2.5 A focus on saving for the longer term

Sving towardsnedium orlonger-term goalsappearsrare among people on low incomealthough

there are exceptiong such as some young adults (who report saving up towards the costs of higher
educationor to buy a homeWhyley and Kempson, 2000a; Rahmand and Palmer,)28the

minority ethnic groupgWhyley and Kempsp 2000a Synovate, 2004Ethnic Response, 199&8nd

the selfemployed (McKay, 2002)severalstudies confirm that sang to meet specific needs in the
shortratheris the more common saving pattern among households on low inc¢ierapson et al.,
2005; Kempson et al., 2002; Dawiand Kempson, 2006; Whyley and Kempson, 2000b; Whyley and
Kempson, 2000aYhis reflecs a greater tendency towardshorter financiaplanning horizons

among, though not limited to, loar-income groupgAtkinsonet al, 2006; Collarét al., 2001; Dezyk

and Slater2003; Harvey, 20QRowlingson, 2090

Nonethelessmany lowincome households do aspire saving for the longr term (see, for

example Kempson and Whyley, 1999; Collard et al., 2001; Edwards, 2001; Kempson and Taylor,
2004; Dezyk and Slater, 200Bhisismost apparent in relation to the future needs dfildren¢
providingt Wy S&# JEHIWNR 2y a2 Ysherkihey Sarthidio RINTifé&cask A £ S U
evidencedn studies thathaveexamined attitudes and intentions towardshemes like th€hild

Trust FundEdwards, 200IKempson and Taylor, 2004n a survey at the inception of the Child
Trust Fund, th&inds of expenditure parents (of all income groups) had in rfanduch savings
includedthe costs of higkr education, setting up home, buying a car or motorcycle and driving
lessms (Kempson et al., 200@®)riving lessonsvasthe one area those on lower incorseere more
likelythan those with higher incomeés report as being a suitable way of spending nraa Gild

Trust Fund moneyFinally, me studythat directly addressed the issue of unmet needs for financial
productsfound that one of the main unmet needs for financial produetssfor a product to help
them provide for theifamilyin the event of th& own death(Kempson and Whyley, 1999)



3 Levels of saving

There are two main wayte consider levels of savingavings helgand active savingaving account
holding is relatively uncommoaimong peoge on lower incomeswhile haing formal savings of any
value is less commastill. When informal saving is taken into account we find that a much smaller
number of people are not saving at,a@tough a significanninority rely exclusively on informal
saving

Drawing on a body of literature reporting mostly larggale survey research and new analysis of the
Baseline Survey of Saving for and by Children (BE#8E€Ehapterturns first to levels of saving
account holding and savings held in this wayfpbe consideringactivesavinginto accounts and

saving informally. It ends by considering the totatifyactive savinggiving particular attentiono

those who do not save at all aho only save informally

3.1 Formal savings

Sudies show consistently thgpeoplewith lower incomes are less likely to have formal sgvi
products andthose who dghave lower amounts saved in threthan peoplewho are betteroff
(e.g, Atkinson, 1999; BMRB Social Research, 2006; DWR, rg80&nalysis of the BSSC

3.1.1 Saving account ownership

The2006-:07 Family Resources Survey (FR®) most robust and up to date source of data on the
formal assets owned by households in the Bikows that only three per cent of heeholds overall

were without anasset account of any kind ¢ludingtransaction banking and investment accounts;
DWP, 2008)This proportion increased gradually with declining incomes, peaking at 11 per cent
among those on the lowest incomes (less than £100 per week, or £5,200 per year), compared with
six per cenamong those with incomes of between £100 and £200 per week and four per cent
among those with slightly higher incomes than this. At each income level, however, these high rates
of asset accounholding of any kind largely reflected high rates of ownerstfipurrent accounts,

which were owned by 90 per cent of households ovefidle BSSC records similar levels of current
account holding to those in the FRI%le3.1).

®The BSSC survey collected detailed information about formal and informal saving by parents (the respondent and their
partner, where applicable) ofephendent children for themselves. It allows for analysis across the income range and for
detailed analysis within a subset of lowiacome families. For more detail on the BSSC and how we have defined the
different income levels see Appendix 1.



Table3.1 Savings and other account holdingamilies by income group

Percentages
Lowerincome families ¢ Be_lt_ter-c;f(f)o/
(below 70% median income) amilies (70%
median
Moderately income or All
Very low Low low" All lower highes) families

Savig accountholding
Currently has aaving account 51 53 62 53 82 69
Does not curren_tly have saving 13 13 12 12 7 9
accountbut has in the past
Has never had saving account 37 34 27 34 11 21
Type ofsaving accounheld currently (respadent or their partner)
Bank or building society deposit 44 44 55 46 73 61
account
Cash ISA 11 14 20 13 33 24
Credit Union Account 1 2 2 2 2 2
NSandl Account 3 6 4 3 7 5
Tessa 2 1 3 2 5 4
Other type of saving account 2 2 2 2 4 3
Value offormal savings
£0 83 77 80 82 71 76
£1, less than £100 5 7 4 5 3 4
£100, less than £1,000 7 8 8 7 8 8
£1,000, less than £5,000 3 4 4 3 9 7
£5,000 or more 2 3 4 3 9 6
Median amount (where > £0) £200 £683 £465 £371 £2,000 £1,200
Other asset productholding
Any current account 79 89 90 83 98 91
Any investments 16 16 26 18 48 34
Any life insurance 29 41 a7 35 67 52
Unweighted base 1,270 269 400 1,940 2,370 4,314

Source: new analysis, Baseline Survey of Saving for &hildyen9 E Of dzZRSa R2y Qi (y264& | YR NBTFdzal f a

MO GxSNBE t26¢ AYRAOIFIGSE Iy Ay0O2YS 2F o6St26 pn LISNI OS¥B60p#eiSRALY Ay O
cent median income, moderately low indicates those with incomes of below 76gme but above 60 per cent median income.

2. Includes a small number who spontaneously cited a current account asévaig account

Unfortunately, the published FRS statistics do not condidek or building societgaving accourst
as a discreteytpe of productas distinct from transactio banking productswhensaving accourst
specifically are consideregusing the BSSC data for familigstes of accounholding are far lower
(Table3.1). Overall69 per cent of all families had a saving accquhe remaining 31 per cent of
families being without an account of this type at the time of the interviBewer betteroff families
(defined as those with incomes of 70 per cent of the median or higher) weéheuwtia saving
account (18 per cent) than the average (31 per cedntgomparison, loweincome families were
muchmore likely tobe withoutan account47 per cent),ranging from38 per cent of those with
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moderately low incomes to 49 per cent of thosdhwierylow incomes' These rates are confirmed
for the wider population of lowincome households (not restricted to families) by the first Saving
Gateway pilot, which found that about a half of participants and the comparison gvetgpwithout
anexistirg savingr credit union accountKempson et al., 2005).

An additional one in ten BSSC families overall had lsadiag accounin the past (nine per cent
Table3.1). However, three times as many lowiecome imilies had never had a formsdving
account(34 per cent; peaking among those with very low incomes, 37 per cent) than the -oéftter
families (11 per cent).

3.1.2 Types of saving account

The lower rate of account holding among lowiecome familiesn the BSGSis reflected across the
different categories of accounts to a fairly equal degree{able3.1, abovg. The one exception is
credit union accounts, which were held by two per cent of the lecimeome and betteoff families
alike.

Among lowefincome families, a saving deposit account with a bank or building society was the most

common account type (44 per cent, BSSC). In reality, these were probably mostly accounts held with

building societies or former buildirgpcieties (Collard et al., 2001; Kempson, 1998a).

Cash ISAs were the second most commonly owned type of account, held by 13 per cent-of lower
income families in the BSSC. While Cash ISA holding was less continimgrioup than the average
for all familes (24 per cent)it wasrelatively high among those on moderately low incon@@ per
cent). These findings corroborateficial ISA statistics for 2005/06eople with pretax personal
incomesof between £10,000 and £20,00@&d the highest Cash (and ks and Shares) ISAs
subscription rates and deposited the m@shounts into these; meanwhilehé totals saved in Cash
ISA accounts were lowest on averagetfarsewith personal incomes of less than £10,(6IMRC
2008).

Table 3.1 indicates thahe remaining types ofaving accourstwere owned by only very small
numbers of lowefincome families (N& account, three per cent; TESSA, two per cent; or another
type ofsaving accountwo per cent)who werefewer thanamongthose with middle and higher
incomes (seven per cent, five per cent and four per cent respectively). Again, this overall finding is
confirmed by the FRS data (DWP, 2008).

‘6 2O RN S ¥ laré MefinedSharé as those with equivalised household incomes of below 70 per cent of median
income. Within this groupgd @S NE t 26¢ AYRAOFIGSA |y AyO02YS 2F 6St26 pn
of below 60 per cent but ab@/50 per cent median income, moderately low indicates those with incomes of below 70 per
cent but above 60 per cent median income. See Appendix 1 for more details.

® people were eligible to participate in the first Savinge@aty pilot if they were eitheof working age, in work and

entitled to Working Tax Credit or were not in paid work and were receiving a qualifying sresaed benefit. Thepilot
evaluation included a comparison (or reference) group of people who met the same eligibility criterigpastitipants

but who were not invited to take part.
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3.1.3 Amounts saved

Regardless of income level, having any money saved is much less common than the levels of
accountholding suggesbecause many accounts are dormant with only a pound or two in them
(Kempson et al., 2005; DWP, 2008; new analysis of the B3@6)Xhenpeople who have only small
sumssaved are not necessarily significantly bettertbén those without anyavings at all
(Kempson et al., 2000)

Looking across all the assets types, the FRS data showt3that cent of the lowestncome
households had nmoney insavings or assets at all (compared with the average of 24 per cent
across all households); a faer 21 per cent (24 per cent overall) hathdestsavings with a value of
less than £1,500. Whilst the proportion with no liquid assets whatsoever was slightly lower in the
second lowesincome bracket (36 per cent), this was compensatedjoalarger poportion of this
groupwho had only modest aounts of savings (29 per ce@WP, 2008).

Similarly, the BSSC shows that although half of lem@yme families had saving accourfiewer

than one in five (18 per cent) had any money savatiswway [able3.1). The average amounts
savedby those with anysavingsvere also greatly depressed among the lovirgome families
(median of £371) compared with the remaining families (£2,000). It was lower again among the
group with very low incomes (£200).

3.1.4 Which groups do not have formal savings?

Studies have siwn that people (and householdeaded by people) whavere unemployed or

unable to work due to longerm sickness or disabilityyere unskilled manual workers, ligén social
rented accommodatiomndlone parens were among those most likely to have saving product

(for example, Atkinson, 1999; DWP, 2008; Khan, 2008; McGil, 2002; Small Change Research
Partnership, c2006). Others hasdditionallyidentified housewies, older families, homeless people
and the poorest pensioners as being disproportionately more likely to be without formal savings (Big
Issue in the North, 2000; McGil, 2002; Kempson et al., 2002; Small Change Research Partnership,
c2006).Clearly, many fathesecharacteristics are reasonably indicative of being on a low income.
However, he findings from one study suggest that it is not just low incomes that are associated with
a lack of saving product holding but also volatile incomes (Atkinson, 1999).

Previous research has tended to show that women are either as likely as, if not more likely than,

men to have formal saving or investment accounts across the income range (Devlin, 2005; Westaway
and McKay, 2007). However, the amounts held weveer among vomen than men (Bettio and

Caretta, 2005; Rake and Jayatilaka, 2002 in Sodha and Lister, 2006; Westaway and McKay, 2007
And while older people are more likely to have savings and have larger amounts saved than average
(Devlin, 2005; Wells, 2008), those evhave reached retirement are less likely to be adding to them,
formally at least (Dominy and Kempson, 2006).

People from Black and minority ethnic groupgarticularly African Caribbeans, Pakistanis and
Bangladeshig have been found to make far loweraisf formal methods of savin@evlin, 2005;
Khan, 2008Kempson, 1998avicKay and Collard, 20Q&ywer even than comparable white
households (Devlin, 2005; Kempson 1998hpugh usingather a blunt measure of ethnic
backgroundnew BSSC analysbowsthat lower-income familiesn which the respondent was Asian
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or Asian Britishvere very likely to be without aaving accounfand this held true after other factors
were controlled Table A2).6 However, thosein which the respondent was Black or Black British had
about average levels shving accountiolding.

Of particular note is the finding from the evaluatiofithe first pilot of the Saving Gateway that the

likelihood of having a saving account and the antswaved in these differed markedly depending

2y GKS wielLlsS 2F al @SN 64SS / KFELIWGSNI HO GKS LI NI A
2005). Rainy day saver were far more likely to have an account (67 per cent) and at least some

money in formal samgs (63 per cent) than instrumental savers (51 per cent and 34 per cent

respectively), who in turn were more likely to have some money saved than theaans (26 per

cent and 20 per cent respectively). Moreover, a third of rainy day savers had £56fr@saved (34

per cent), compared with 14 per cent of instrumental savers and just two per cent esan@rs.

Few sudies have attempted to separate out the independent effects of different sdeimographic
characteristics on the likelihood of peoeing without formal savings are rare. One study showed
that having dow income, being young, male, Asian, unemplgyedhe lower grades of social class,
having low academic qualifications and living in rented accommodation were all significantly and
independently correlated witlsaving accoungxclusion (Devlin, 2009Ylultivariate analysis of the
Taskforc& a  sumvayof financial exclusioshowed thathouseholdseceiving benefits or renting
their home from a social landlorgibut not the unemployed; were more likely to have no formal
savings once other potentially confounding factorsluding incomeavere controlled in multivariate
analysis (HM Treasury, 2007&he difference in the average amounts held between men and
women mentioned above (with woen holding less savings) remained true, if greatly weakened,
when other factors including age, income and qualifications were controlled (Bettio and Caretta,
2005).

Usingthe BSSGnveexaminal the effects of manygocicdemographicharacteristics in adtion to
the influence of attitudinal factorsn two measureg not having asaving accourd&nd not having
any money saved in these accountwithin the subset of loweincome families. Themain focus
here is on the results of logistic regression analigsiferm of multivariate analysis), which conteal
for the inter-relationships between the different characteristics to isolate thilependeneffects
(full tables of the bivariate and multivariate analysis can be fourithlsie AL andTable A2).

The results show that hougrtenure, the number of earners, the numberpzrents in the
household and ethnic background were all significaatig independentlyelated tosaving account
exclusion among lowancome familiesOther things being equdincluding income level and
attitudes to saving)household renting their accommodation, particularly if renting from a sbcia
landlord, oneparent familiesfamilies where oner both parents were not workingnd (as already
reported abovefamilies in which the respondent was of Asian or Asian British origin were at
increased risk ofaving accoungxclusion.

® Note that the ethnicity of the respondent can only be taken to be indicative, since it does not necessarily represent others

in the household.

"ltis important to note that 90 per cent of responderttsthe parent interviews were women (who were responding on

behalf of their household). As a result, it is inappropriate to analyse the survey data by gender. Other individual measures
reported here, including attitudinal measures and ethnic backgrounaiishbe interpreted with caution since the
NBaLRyRSyiQa OKINIOGSNRaAGAOE R2 y20G ySOSaalNaAte NBLINBaSyd
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In contrast, somewhat different demographic asociceconomic chareteristics predictedaving

no money saved in an accoun this case, only the countof the UK andhe level of unsecured
borrowing were significaritSo, living in Scotland, Wales, and especially Northern Ireland was
associated with greatly increasedds ofhaving no formal saving®mpared with those living in
EnglandConsistent with the findings of previous research (Whyley and KempsobhRfitbse
without any unsecured borrowing and those borrowing the largest sums were most likely to lack
formal savings.

Nonethelessanalysis of the BSSC shows tbeitreported frequency of having money left over at
the end of the week or month was significant in both models, with thezgngthey hardly ever or
never had money left over being more likely &ck asaving accounand to be without savings of
any value (belonging either to themselves or their partner if they had dable A?)). Attitudes also
exerted an independent influenda both cases, such thaéspondentsvho did not consider

0 KSYaSt @ SwereamongiHe @&Nikeljo be without asaving accoundr to be without
formal savinggother things being equallreeling that they did not know enough about savings and
investment products to choosenes suitable for their circumstances was also associated with
increased likelihood of being without an accotmit notto having no money saved

3.1.5 Investments and life-insurance

The lowerrate of account holding among low@ncomegroups continues beyond gamg accounts$o
investment and lifeénsurance product holding. In the FRS data, for exanedét per cent of

households with incomes of between £100 and £200 per week (£5,200 to £10,400 per year) held
stocks and shareswo per cent heldPEPstwo percent had unit trustend 14 per cent held

Premium BondsThis was much lower than tteverage (Stocks and Shares, 26 per cent; PEPS, six

per cent; unit trusts, four per cent; Premium Bonds, 23 per cent). Similarly, the BSSC showed that 34
per cent of famiks overall had investment products of one type or another, dropping to 18 per cent

of lowerincome families; the figures for life insurance being 53 per cent and 35 per cent

respectively.

Our analysis of the BS&ISoshows that for the most partc lacking a formabkaving accounivas

not offset by ownership of these alternative vehicl@hat is, if people held investments they also
generally had a saving accouRimilies with aaving accourdt the time of the interview were

most likely to also havimvestment accounts (45 per cent) and life insurance policies (62 per cent),
and this was true of the lowencome families (30 per cent and 47 per cent respectively)
Altogether, whilst 53 per cent of loweéncome families had a saviagcount only slighly more¢ 56

per centc hadeither a saving account or an investmeitiite equivalent figures for all families were
69 per cent and 72 per cent respectively).

8 Housing tenure and the number of earners and number of parents were significant when versions afréssien
models were run without the attitudinal and frequency of running out of money variables.
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3.1.6 The link with current account exclusion®

Qurrent accounts are the most commorigld type of asst account (DWP, 2008); they are also the
most commonly held of all types of financial produ€enpson and Whyley, 199®revious
qualitative and quantitative research has shown clearly that exclusion érenership of formal
saving products is linked thifinancial exclusiogenerally and to banking exclusion specifically
(Atkinson, 1999; BMRB Social Research, 2006; Devlin, @pdton Leader Research, 20d€or
example, the Taskforce survef/financial exclusiofoundthat 62 per cent of marginalipanked
householdqthose without a bank account used for dimyday money management or no bank
account at alldid not have any savings in a recognisasling produc compared \ith 31 per cent

of fully-bankedhouseholddBMRB Social Research, 2006)

Lackng a current account was linked with increased likelihood of savings exclusion in thatB8SC
income levelgTable3.1). So, whilst 43 per cent of the lowarcome families with current accounts
lacked asavirg accountthis increased to almost twthirds (65 per cent) among those who were
also without a current accounBmong the lowesincome families, lacking a current account
predictedsaving accoungxclusion independently of other factogsncluding incore ¢ in regression
analysiqtable not shown)However,the effect oflacking a current accoumtas notlarge(odds ratio
of 1.4)andadding themeasure to the regression model did rgreatlyimprove the ability to predict
saving accoungxclusion'® In cortlusion, whilecurrent account holdings an important factor in
saving accoungxclusionjt isonly oneof a number of important factors

3.1.7 Saving for children

The studyundertaken just prior to the introduction dhe Child Trust Fund found a strong link

between parental saving arghving for childrenncomeK I R I LJF NI A Odzf  N¥ & f | NBS
accountholding (ranging from 50 per cent in the lowdéstome households to 88 per cent in the

highest) and the sums saved. It was also clear that enildf oneparent families and larger families

were less likelyhan the averageo have an account (Kempson et al., 2006). Qualitative research

(also before the Child Trust Fund was made avai)atolefirmed that most loweincome parents

had asaving accont for their child though few had added to it since it was opened; midliteme

parents were more likelto have added moneyAnd nost parents tried not to withdraw the money

though this vas sometimes unavoidable for those lower-incomes (Kempson anddylor, 2004).

Children born since September 2004 have received vouchers for a Child Trust Fund account into
which parentgand others)can make additional contribution®uring 2007/0814 per cent of lower
income accounts (those that received a £500ahiwvoucher) received additional contributions
compared with29 per cent of other accouniseflecting similar findings in 2006/07 (14 per cent and
29 per cent respectivelyhe lowefincome accounts that received additional funds also received
smaller cantributions HMRC, 2008b

° Current accounts are referred to here in the broadest sense, taking into account basic bank accounts and Post Office Card
Accounts (POCA) where measured.

% This is indicated byl‘e;{agelkerkeR2 of 0.261 (compared with 0.258 when current account holding was not included).
Currentaccount holding was associated with «glue of 0.036 in the model.
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3.2 Active saving

The focus now turns frorsaving accounoldingto the act of saving. In this section we consider
both formal and informal saving and quantify the extent to which households with low incomes are
disproportionatelymore likely to not be saving at all or to be saving informally only.

3.2.1 Saving into saving accounts

The BSSC shows that 37 per cent of all lamesme families had actively saved intsaving
accountin the last 12 months (equivalent to 77 per cent of thagith an accountTable3.2). Again,
this is far lower than the number who had an account (53 per cent), a finding echoed by the first
Saving Gateway pilot (Kempson et al., 2005).

Table3.2 Saving actively (formal and informal), by income group

Percentages
. . Better-off
Lowerincome families families (70%
(below 70% median income) .
median
Moderately income or All
Very low Low low All lower highen families
Saving into &aving account 33 36 46 37 66 53
Saving informally 62 63 64 62 62 62
Unweighted base 1,270 269 400 1,940 2,370 4,314

Source: new analysis, Baseline Survey of Saving for and by @hildeels Of dzZRS& R2y Qi 1y26a IyR NBFdzal f a

Nonetheless, these ratesre higher than the proportions with anyoney informal savingsvhen
they were interviewed18 per cent BSSIC @nsequentlyand regardless of income levelany
more people wee savingnto accountsover the course of a year thattually ha savings to draw
on at asnapshot in timeconfirmingthat the cyclical pattern of saving and spending identified in
Chapter2is indeed common.

As might be expected, the lowémcome familiesvho weremost likely to be savinfprmally

included those withmoderately lowmcomes (46 per cent)hose who owned their properties

(whether with a mortgage, 51 per cent or outright owners, 55 per cent), those who reported always
having money left over at the end of the week or month (61 per cent), asgecially tweearner

families (65 per centAttitudes supportive of saving were also important, and formal saving was

also fairly common among people with modezdévels of unsecured borrowir{@jable A3). This

was shown even more clearly in the evaluation of the first saving Gateway pilot: 56 per cent of
participants who described themselves as rainy day savers were saving regularly or occasionally into
an account, compared with 38 per cent of instrumentalegavand 12 per cent of nesavers

(Kempson et al., 2005).

In a previous study, women with low personal incomes were more likely to be saving from current
income (28 per cent) than men witdimilar incomes (18 peeat) although theamountsdeposited
were bwer (Rake and Jayatilaka, 2002, cited in Sodha and Lister, 2006).
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Saving informally

Reanalysis of thd8SSGhows, perhaps surprisingly, thsediving informally in some way was equally
common among the loweincome families (62 per cent) as it was amaimg better-off families (62
per cent). It alsalid not vary much by income within the lowgrcome grougTable3.2).

The most common method of saving informajlysed by a half51 per centpf all families¢ was to

save loose change in some sort of container at home. Buying saving stamps (for example at
supermarkets; nine per cent) or paying into Christmas savings clubs (11 per cent) were equally likely
among the lowetincome and the remaining familieshe mairdifference by income is observed for
putting cash aside to pay the bills when they come, which was a method of informal saving reported
by more lowerincome families (21 per cent) than the remaining families (11 per cent).

Among lowefincome families, samg informally was far more common among those living in
Scotland (71 per cent) arespecially Wales (80 per cent) afadnilies renting their homes from a

local authority (69 per ceniTable A3). Informal saving as also reported by disproportionately
largey dzYo SNBE 2F LIJS2LX S 6K2 &l AR (KSeé aazyvySidiAavySas
month (70 per cent those who said they were better off finandiahow than 12 months ag(/0

per cent)and families wh any unsecured borrowing commitmentssfng to73 per cent among

those owing £3,000 to £6,999) Wasalsoslightly more common among those who had experienced
a fall in income in the past three years, 66 per cditese findingsuggesthat informalsaving is

more common where financial stability is less certa@inforcing the findingf previous research
(reported abovein section3.1.4) that financial instability was associated with not having a formal
saving account

Similarly previous research has shown thatarmal saving was particularly likely among households
headed by someone who was out of work, where the main earner had had a spell out of work, and
families with children who had very low inoes (Kempson, 1998b). It has also been observed as
being very common among older people including the elderly (Dominy and Kempson, 2006) and in a
study of recent esprisoners (Jones, 2008).

Previougqualitative researclalsofound that considerable levetsf saving were made by some
minority ethnic groupg particularly among Pakastani and African Caribbean commuaities
informal mutual savings and insurance associations and rotating savings and credit schemes
(ROSCAKempson, 19984 These schemes hawno counterpart in White British communities.
Credit unions, many of which have their origin in informal schemes among A@edlobean
communities but which are now formalised (and regulated byRheancial Services Authotjfywere
popular among thesgroups. Compared with white households in a similar economic position,
significant use was also made of property and business investment and overseas remittances,
particularly among people from Pakistani and Bangladesinid to a lesser extent African i#ean

¢ populations who had migrated to Britain as adults. Their own adult children were more integrated
into British financial services, although investing in property and businesses remained important
FY2y3d wasSoz2yR mniSandBanhgladedhyawellerand aspeatially gold, often

“Foran explanation of how ROSCAS and similar schemmgs seeKempson (1998b) or Kempson et al. (2000).
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received as giftavere also seen as providing a means of raising cash, though only lfitehso
necessary (Kempson, 1998b

Finally,andmirroring the finding thasaving account exclusion was linked with bankirglusion,
informal savingby lowincome householdseemed to reflect a disengagement from financial
services generally qualitative researciKempson, 1998b). This is supportedaldinding from

earlier researclithat marginallybankedhouseholds were wre than twice as likely to be putting

cash by to pay bills {2per @nt) as those that were fullpanked(12 per cat; BMRB Social Research,
2006).Reanalysis oflie BSS@lsoshows that 82 per cent of lowencome families without a

current account wereaving informally in some way, compared with just 58 per cent of those with a
current account.

3.2.2 The totality of saving

Informal saving sometimes occurs alongside formal saving (Chapman, 2003; Whyley et al., 2000b;
Graham et al., 200%)ut mostly among pedp with slightly higher average incomesqualitative

study of lowincome households found that only a small group saved by both formal and informal
methods, the largest group by far being those who only santmtmally (Kempson 1998a

The evaluation bthe first pilot of the Saving Gateway provides the best availgb#mtitative
source of information on the totality of saving, taking into account money held in faravihg
accouns or saved informallyamong lowincome adults” Fewer than two in fiveSaving Gateway
participants (and members of the reference grow@re savinglreadyc regularly or occasionally
into a savings or credit union accouts a resultmanymore people were savingither informally
only (about four in 10) or were naiaving at all (about a quarteKempson et al., 2005)

Table3.3 Totality of saving activity, by income groups

Percentages
Lowerincome families Better-off All families
Very low Low Moderately All families (70%
low median income
or higher)
Not saving at all 27 25 20 25 12 18
Informally only 39 40 34 38 21 29
Formally only 11 12 16 12 26 20
Both 23 24 31 25 41 34
Unweighted base 1,271 269 400 1,940 2,370 4,314

Source: new analysis, Baseline SufeSaving for and by Children

We have replicated (and extended) this approach using the BSSC and found remarkably similar
results to those from the Saving Gateway study among lemesme familiesTable3.3). Moreover,

the new analysis identifies clear differences in overall saving activity by income, both between the
lower-income and betteoff families and within the subset of lowdmcome families. So, whilst a
small group of loweincome families were sawrexclusively into a formal account (12 per cent) and

125ee Appendix 1 for the scheme eligibility criteria and details of the study design.
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a quarter were saving formally and informally (25 per cent), these rates roughly doubled (26 per cent
and 41 per cent respectively) among the bettdéf families.

Meanwhile, a quarter of loweincome families in the BSSC were not saving at all (25 per cent) and
the single largest group of lowdémcome families; almost two in fiveg were those who were saving
informally only (38 per cent). The next chapter discusses these two important groups in maile det
examining their characteristics and the reasons for their behaviour.
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4 Why people dondét save or only

As the previous chapter showed, a quartétower-income families were not saving at all, and
almost two in five were only savinigformally. In this chapter, we explore each of these granps
greater detailandidentify the factors thatconstrain saving and the attractions of saving informally

4.1 Not saving at all

The new BSSC analysis shtvat lowerincome families were rather $s likely to be saving in any

way (25 per cent were not saving at all) than all families on average (18 peiTabig3.3). Within

the subset of loweincome families, the effect of income level on any savingaiesclear: 27 per

cent of those on very low incomes were not saving at all, compared with 25 per cent of those on low
incomes and 20 per cent of families with moderately low incomes.

The new analysis of the BSSC also found that, among-loe@ne familes, those renting their

homes from a Housing Association (37 per cent) and minority ethnic gréapie(Ad) were

particularly likely not to be saving in any way. Attitudes also played a role, with 32 per ¢basef

who strongly disagreed that they were encouraged to save when growing up were not saving at all.
This corroborates the finding from the first Saving Gateway pilot that people who described
themselves as noravers by character were most likely notte saving in anyway (42 per cent,
compared with 18 per cent of instrumental and 21 per cent of rainy day savers; Kempson et al.,
2005).

Once the influence of other factors was controlled using multivariate anglyside A5), lower-

income familiegvith a mortgage, all other things being equal, were among those most likelgtto

be saving imanyway, as were those who had experienced a falh@aome in the past three years and
one-parent families (particularlywhere theparent was not earninlg Never having money left over

and, conversely, not having any unsecured borrowing significantly increased the odds of not saving,
and attitudes towards saving were also significant.

Finally, where respondents were BlaakBlack Britishfamilieshad the greatest ods of not saving
in any way (3.2imes the odds of White British respondents), followed by families in which the
respondentwas Asian or Asian British (2i@es the odds). Note, however, that after taking into

account albtherY S K2 R&  ised(isvastnéhiin/pibgerty, remittingetc., seesection 31.1),
gualitativeresearchconcluded that the level of saving in minority ethnic households was much
higher overall tharit wasamong comparable white houselis (Kempson, 1998a
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411 The reasons why people dondét save at all

A lack of affordability due ttow incomes, and in particular insufficient disposable income, is the
most important factor for explaining why many people do not save (Kempson et al., 20@0).

impact of lifestage and changes in circumstances on disposable incomes are also impehtisnt,
other factors such as borrowing anemitting are relevant, albeit to morearrowlydefined groups

Affordability

The inability to save due to a lack of mgradthe demand of everyday living expengdess been

noted in relation to savingnd planning aheadenerally (e.gDezyk and Slater, 2003; Slater, 2003;
new analysis of the BSS0Opinion Leader Research, 200¥cessing saving products aseling

formally (e.g.Ethnic Respores 1999;McKay and Kempson, 2003), and saving into particular savings
vehicles such as ISAs (Hall et al., 2007; HM Revenue and Customs,Maé&®jer, the inability to
savecan leado a lack of knowledge about savings vehiclesyiigson et al., 1999).

' YLIINBRAOGIOES YR FfdzOlGdzZh GAYy3 AyO2YSa |tfaz2 AYLNEC
(or save consistently; Ethnic Response, 1999; Whyley and Kempson, 2000b). Unpredictable
expenditure patterns have been observed toska similar effect (Whyley et al., 2000).

The ability to save even modest amounts of money is correlateselywith income(Financial

Services Consumer Panel, 2005a and 200&i#Kay and Collard, 2008mith, 2000)For example, a
national survey in 200fbund that four times as many peopile the lowest income quintilesaid they
could not afford to save at least £10 per month towards a rainy(8&yper cent) compared with the
highest income quintiléseven per centMcKay and Collard, 20p&roupsidertified as beindeast

able to save includ&the parents of children living in persistent poverty (Magadi and Middleton,
2005 and 2007), people from social class E (Smith, 2000), lone parents (Collard, 2001; McKay and
Collard, 2006), and people from mingriethnic groups and those living in socially rented
accommodation (McKay and Collard, 2006).

A lack of affordability is the main reason people give for not saving, across all income groups (Collard

et al., 2001; Financial Services Consumer Panel, 20051).LJX SQ& &adzo2SOGA GBS GASsa
situation have been shown to have the biggest impact on levels of saving into accounts, both across
individuals, and within the same individual over time (McKay and Kempson, ZD@3nalysis of

the BSSC (repied in detail in Chapter 3) confirms that lowgicome families were less likely to be

Al GAYy3 O06KSGKSNI F2NXIffe 2N AYF2NNVIEte0 AF GKSe@
2T G0KS 6SS1T 2N Y2YUKEé Oco LISNJerGSythadevideRcé LI NBR 6 A (
suggests that these subjective views are often justified. In a quantitative study, many people who

said they were not saving because they could not afford to do so were already having problems

meeting regular bills and credit commients (Financial Services Consumer Panel, 2005a).

Nevertheless a lack of money does not fully explain why so many people do not save. Although the
evidence shows lowencome families were indeed less likely to be saving if they reported never

having maey left over, still a substantial minority of those who said they always had money left

2P0SNJ omn LISNJ OSyduv 2NJ KIFIR Y2ySe fSFli 20SN) 2F4Sy
cent) were also not saving at all (analysis of the BSSC). There fetthene important distinction to
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make between being unable to save due to a lack of m@eeyse and being unable to save due to
having other priorities.

Prioritising spending over saving

Behavioural economics theory suggests thatn when people wanttsavethey canhave difficulty
curbing temptations to spendgverly 2008). Young people had priorities other than saving for their
money, preferring to spend instead (Samson et al., 2004). However, this is not limited to younger
people.

Qualitative regarch with lowto-middle-income people of all ages found that only a small humber of

people prioritised saving over spending, and that saving was the first thing to be cut back in favour

of spending (Whyley and Kempson, 2000b). In another study, when tskeag in their own words

why they were not saving, 15 per cent of people across all incomes made some reference to
LINSFSNNAY3I (2 aLISYR GKSANI Y2ySe O6WEATSQa (22 &aK?
Finally, among the sample lowercome famiies surveyed in the BSSt saving at all was far more

likelyA ¥ GKS NBaLRyRSydG alrAR (KSé &adNpy3afte RAAlFINBSI
than those who strongly agreed (13 per cent).

Conversely, in making an effort to save, resedrat shown that people take steps to control their
consumption (Warneryd, 1998, cited in Rabinovich and Webley, 2007). This is suppogigddmce
from the second Saving Gateway pilot. Tioisnd tentative evidence that the account led to a
reduction inthe likelihood of spending more than £25 per mbiwin food consumed outside the
home in the lowefincome group only, while there was no significant impact on spending on non
durable items, durable goods or food consumed inside the home (Harvey et al), 2007

Life-stage factors and changes in circumstances

Life-stage factors linked with age and changes in personal and family circumstances play a role in

levels of saving (e.g. Bdifferent, c2007; Hall et al., 2007; Kempson et al., 2000 Whyley and Kempson,
2000 T aOYlFe& YR YSYLWA2YSX Hnnovd . SAy3 &2dzy3 6 WOl N
are times that are associated with lower levels of active saving (Whyley and Kempson, 2000b).

Meanwhile, preNS G A NBYSy i WSYLIi& ySadil&8ddom likelyidhave fotnd8IOA | £ f &
savings, although the latter are unlikely to be adding to these significantly (Kempson et al., 2000).

LG Aa GKS STFFSOG 2F GKSAS T Ol 2pvdities tfat axplainlLJ2 &+ o f S
the lower rates of sang (Whyley and Kempson, 2000b). So when people are young or have

dependent children they were unlikely to be able to afford to sd@spite an often strong intention

to do so at this timéKempson et al., 2000).

Furthermore, a change of circumstances;isas family structurer employment status, also

impacts on the ability to save, again mediated by the effect on disposable incanmesan act as a

trigger to ceasing to save (Whyley and Kempson, 2000b). A change in circumstances was cited as the
main reason for people stopping saving into letegm savings vehicles (Smith, 200Q)alitative

research found that many people had to scale back their saving or stop altogether when they started
or expanded their familyRetirement was also a point at whickgple scaled down or stopped

saving, often having felt thahey had saved enough or wanted to start enjoying their income more
(Whyley and Kempson 2000b). Other events identified in qualitative and quantitative research as
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being associated with stopping@ng were an unexpected expensehilalth, buying a home,

relationship breakdown and the death of a partner and relationship breakdown (McKay and

Kempson, 2003; Whyley and Kempson, 2008hpther, quantitative, study found that divorce and
becomingap NBy i KIFR | 06A33ISNI yS3l i A@BingAinYHelloérteBny ¢ 2 Y S
GKIFy YSyQa o02Sadlgle yR aOYlF@8Z HAannco®

Quantitative analysis of data from a longitudinal survey, which interviewed the same individuals
every year across several yearsoalound that b loss, drops in income or earnings and movements
from employment into selemployment all had clear, negative consequences for levels of saving
(McKay and Kempson, 2003). This was true at all levels of the income distribution, andeid verif
gualitativdy (Whyley and Kempson, 2000bJoreover, afall in earningdad a much more powerful
negativeeffect onthe number of peoplesaving(from 48 per cent before the drop to 39 per cent
afterwards), than did an increase have a positive efffron{ 46 to 51 per cent of peopléicKay

and Kempson, 2003

Borrowing

Severaktudieshave identifiecthat the impact of borrowing commitments on saving and the ability
to saveis especially strong for peoptm lower incomes (Dezyk and Slater, 2003; @pithieader
Research, 2007;&ér, 2003; Whyley et al., 20DBome people on lowo-middle-incomes, albeit it

a minority, were borrowing to the exclusion of saving (16 per cent; Whyley and Kempson, 2000a).
Among the lowetincome families, credit users weatso less likely to be saving at all if they found
their borrowing to be a heavy burden (71 per cent) compared with those who did not find it a
burden at all (81 per cent; analysis of BSI2Dje A). Qualitativeresearch showed thatdavy credit
commitments and the repayment of thesesve often considered thdirst priority for anydisposable
income(Whyley and Kempson, 2000b)

On the other hand, it waslightly morecommon for people on lowwo-middle-incomes tohaveboth
borrowing and savirgat the same time (22 per cent; Whyley and Kempson, 2000eugh the

level ofsavingaccount holding appeared to be similar whether or not people used credit, there was
evidence that people saved less when they also hadoong commitments (analysis of BSSC;
Whyley and Kempson, 2000&imilarly, analysis of tiBSSC shows that it wie lowerincome
familieswho were saving informally only who were most likely of all to have credit commitments (69
per cent compared wih average of 63 per cent

Remitting

Remitting money abroabas been identified aan important factorfor understandinghe low levels
of savingobservedamong some minority ethnic and migrant groyjgempson, 1998 Khan, 2008).
It was most common amon@aribbeans (four in 10) and Pakistanis and Chinese (three in 10;
Modood et al., 1997 cited in Kempson, 1898Depth interviews showed the amounts remitted
could be quite substantial (Kempson, 1898Recent estimates sugge.3 billion to £5 billion is
remitted abroad each year (Khan, 2008)th as many 2.7 million people doing sincluding
increasing numbers of Eastern European migrgrisspitemanyhavinglow incomes (Remittance
Working Group, 2006, cited in Khan, 2008).
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Qualitative research shawd that the relevance of remittingp the low levels of saving observeds
two-fold (Kempson, 1998. Some of the money remitted was sent to help support famihereby
limiting the ability to save.  at least some was investéa the country of originincluding in
property, and doing so was even incentivised in some counseproviding an alternative means
of providing for the future

Preference for alternative provision

A preference for alternative forms of financial provision (other than rangitis particularly notable
among minority ethnic groupgakingthree mainforms: property; businesses and golbte,
though, that the evidence relating to Black and minority ethnic groups is now rather dated.

Home ownership wasar higher than for comarable white households among all Black and minority
ethnic groups except the Chinese (Modood et al., cited in KempsonpLd®@®perty often bought

in very poor conditin, was seen as a good financial investment, especially among Bangladeshis
(Kempson199&). Another study found a tendency among the seffiployed (irrespective of
ethnidty) to rely onproperty as an alternative source of future wealth (Andrew Irving Associates,
2003).

Meanwhile, glf-employment wasalsocommon among the minority ethnigroups, with many
surprisingly young (in their 20s and 30s) people owning their own businasdeseeing this as an
alternative way of building capité@empson, 19948.

It was especially common fagyellery, particularly goldp be seen as an investmeamong
minority ethnic groups. This wadten received or given as gifts anliugh most were reluctant to
sell it, it was generally considered to Aesdul way b raisemoney ifnecessaryKempson, 1998.

Lackof desire to engage

According to therinciples of behavioural economidsjancial planning takes mental effort;
meanwhile, individuals generally prefthe easiest course of actiothat is,status quo(Beverly
2008).1t is of little surprise therefore thaiesearch has identified a lack @esire to engage with
financial planning or a laak perceived need to sav&rnham and Golettd ankel, 2008; Synovate,
2004).However, theexistingevidence appears teelate mostlyto younger people For example,
many young people thought saving &eir age was futile (Furnham and Goleftankel, 2008

4.2 Only saving informally

According to the new analysis of the BS8®@eit-income families (38 per cent) were more likely than
the average (29 per cent) to be saving informally only. There were alstioas within the subset

of families with lowefincomes, from 34 per cent of those on moderately low incomes and 39 per
cent and 40 per cent of those on very low and low incomes respectiVeble3.3).

The samanalysis shes that the methods used by lowancome families that werenly saving
informally were typical of all those saving informally. Most saved loose change in some kind of
container(74 per cent) oby putting cash aside for bills (37 per centkignificant minority (17 per
cent) were paying into Christmas or other savings<lahd slightly fewewere buying saving
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stamps (13 per cent). Savingdligh a local savings and loans club remained the least common
method (two per cent).

Compared wittsome of the othemeasures ofaving considereih this report there was fairly

limited variation in the likelihood adnly saving informally across different groups of lovigcome

families. Those who stood out as being especially likely mnbesavirg informally included those

living in Wales (56 per cent), those who rented their homes from a Local Authority (51 per cent) and

to a lesser extent those renting from a private landlord (46 per cent), families with no earners (48

per cent) and ongarent louseholds (46 per cent) and those with modest amounts of borrowing

OmMpnn G2 MmMInddT nd LISNI OSyldod ¢K2aS 6K2 al AR (K
over had aboveverage rates for saving informally only.

People with a Black or Black Bt background (13 per cent) and to a lesser extent Asian or Asian
British background (30 per cent) were much less likely than the average to be saving exclusively in
this way. This at least partly reflects the finding reported above that, other thingg legjual, these
groups were much less likely to be saving in any way.

Multivariate analysis shows that many of these differences were independent of the influence of
other factors(Table Ab). So,living in a rente home, éspeciallyif rentedfrom a Local Authority),
being a lone parent, being White, havingearners in the householdiying in Wales andthose

owing modest or large sums in consumer borrowivege allmore likely toonly saveinformally, all
other things being equal

[da'y

(I OAYy3 AYyF2NNIfte 2yte gla faz2 KAIK FY2y3d GK2
y20 + ALISYRSNE 6ndp LISNI OSyidos It dK2dAK GKAAa RA
analysis. And those agreeing thaey did not know enough about saving and investment products

were also towards the higher end of the randée evaluation of the first Saving Gateway pilot

additionally found that instrumental savers and nsavers were equally likely to be saving

informally only prior to opening their Saving Gateway account (44 per cent and 46 per cent
NBaLISOGAGSteus O2YLI NBR 6AGK FS6SNI GKFyYy | ljdz NI S
relying on this method of saving (Kempson et al., 2005).

T

Saving informallposes patrticular risks to Ieimcome households saving in this waydh kept at
home is at risk of loss in the event of a burglary (andilms@me households are unlikely b

insured to cover this lossnd, as evidenced in the highrofile collapse ofFarepak in 2006, money
held in saving clubs and other mutual associatigvisich are not regulated by the Financial Services
Authority) are afforded no official protectiong\dditionally, nany users of hamper schemes
recognised they did not always provigeod value for money, and the risk of losing (or having
stolen) a retail savings card concerned some potential users (Opinion Leader Research, 2007).

4.2.1 Attractions of saving informally

Only a handful of, mostly qualitative, studies have examined what asifagterincome savers to
saving through means other than in saving accountsahdr productswith regulated providers.
Thissectionconsiders these factors, making a further distinction between saving with unregulated
LINE A RSNAE ¢ & dzOK ard inutidiksavivigsIashidciationk) and §uly@nformal methods
(such as saving cash at home).
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Saving with unregulated providers

A preferenceéby some peopléor alternative providers over mainstream, regulated banking service
providers has been noted in remeh (Anderloni et al, 2008). Sogaialtural and religious influences
play an important role ithis (Anderloni et &, 2008; Kempson et al., 2000), seemingly for a number
of reasons First, saving in these ways was often driven, in the first instanc byisting tradition

or culture of their use within the local communities such as in the use of credit unions and mutual
savings associations among African Caribbeans (Kempson 1998b).

Similarly, lamper schemes were often marketed within local communitied scheme users often
SAGKSNI WAYKSNAGSR GKAA YSOGK2R 2F al@Aay3a FTNRBY LI N
family, friends or work colleagues (Opinion Leader Research, 2007).

Second a trust in and familiarity with the supermarkets providiedgil savings cards or to local
organisations providing hamper schemes (Opinion Leader Research, 2007) or credit unions
(Kempson 1998b) also had a bearing on the preference to save in thi€realt unions; which are
regulated, though are not mainstrea¢ were seen among the current and former hamper scheme
users who were aware of them as being preferable to banks because they considered them to be
more local, personal and the staff more supportive (Opinion Leader Research, 2007).

Meanwhile, a sociadbligation to dher mutual savings associatiomembers¢ who were all known
directly or indirectlyc helpedW S y ¥ 2 NJn@néent o sade (Kempson 1998b). Awtlere hamper
scheme agents were friends or famillge arguments for making routine payments \eeall the
more persuasive (Opinion Leader Research, 2007).

Finally, nany schemes also fulfilled a social function, with members of mutual savings associations

among African Caribbean, Pakistani and Indian communities typically coming together socially to

YF1S GKSANI O2y i NRoOdziAzyad aSYOSNB 2F tlF{1AadlyA
associations) vaid the social role support provided to their relatives when they die (Kempson

1998b). Family members enjoyed sitting down together to make theiicehof goods from the

hamper schemes (Opinion Leader Resea2€07).

A very important attraction of hamper schemes and retail savings cards and stamps (also by

overpaying fuel prgpayment meters) was the ability to save directly for a particular purposkthe

peace of mind afforded by knowing specific expenses were already budgeted or paid for (Kempson,

1998a; Opinion Leader Research, 2007; Whyley and Kempson, 2000b). Consequently, people liked

0KS W 2O1KIFYLISNI a0OKSYSa LCikBdbaiig Sriaflle tdhagcesS feindei = (1 K S
RSLI2aAGSR dzy (A f -ink énsukdthelnumepviv@dibe $p&nSon the iddnded

purpose and that they would not have to resort to borrowing later in the year. The bonuses provided

by retail savings cardsese viewed as having a similar effect to a katkOpinion Leader Research,

2007).

ltaz2 NBEFGSR (G2 dKA&AZ AG Aa y20Sé2NIKe GKFG YI ya
schemes at all (which, technically, they are not), recognising themadsis a means of making
down-payments on goods. Retail savings cavdre viewed in a similar way; moreover at least some
LIS21L & RAR y2d tA1S (2 GKAYl 2F GKS a0KSYSa |
(Opinion Leader Research,@n).
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The ability to deposit small and varying amounts, as and when they could afford to do so (and
without embarrassment) was an attraction of saving into hamper schemes and especially to retalil
savings cards and stamps (Opinion Leader Research, 200&wshyg Kempson 2000b). Being able

to save routinely through these methods was also important and the ability to add money to savings
cards whilst doing the weekly shop and the démidoor collections of hamper schemes made this
convenient (Kempson 1998@pinion Leader Research, 2007). Home collections by agents helped
enforce and reinforce routine saving into the hamper schemes, all the more so where the agents
were friends or family (Opinion Leader Research, 2007).

Finally, and unique to hamper scheme®re the intangible rewards of saving in this way. Common
among users of these schemes was the notion that choosing the contents of the hamper from a
catalogue early in the year and opening the hamper when it arrived provided a degree of excitement
(and ahievement) that could be matched by no other means of saving (Opinion Leader Research,
2007).

Other forms of informal saving

The attractions obther ways ofsaving informally, for example, saving loose change in a jar, or
setting aside cash into diffent envelopes or jarg also reflect closely what people need to save for,
with most people saving informally in multiple ways for distinct purposes. The money saved
informally was used primarily to meet shagrm purposes, which were earmarked in advance

put aside to meeting regular and anticipated expenditure (Kempson 1998a; Whyley et al., 2000).

The seemingly oveniding &traction of saving informally wathat it is easy, convenient and very

small and variable amounts can be saved. People coullammuch and as often as they chose, in
such a way that they would not miss the money saved (Whyley and Kempson, 2000b). The ability to
incorporate this into budgeting regimes was important and provided peace of mind that expenses
could be met (Kempsorf98a).

Whilstmost methods of informal saving provided an extremely easy and accessible way of saving
and giving immediate access to the money as and when it was needed (Whyley and Kempson
2000b), a small number ofiostly younger peoplsought to limit acess to the money they had

saved by entrusting it to someone else (Kempson 1998a; Whyley et al., 2000; Whyley and Kempson,
2000b). Thigended to relate tasavingup for specific things, with strict instructions being given to

the keeperg usually a closeaimily memberg not to return the money before the agreed time or

unless absolutely necessary.
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5 Barriers to saving formally

Drawing on both qualitative and quantitative research, this chapter reviews the barriers to saving,
taking into account those thatppear to be most potent. Although many of the barrierayapply
regardless of income, they tend to be felt most acutely among those on low incdMieie other
chapters have beeabledraw on some research that has distinguished the different types\adrs
(such as using the rainy day, instrumentain-savertypology), there is a notable lack of evidence

on the influence of barriers to saving formally according to dimsension

The first section considers the demand barriers to saving formallyjshae factors that emanate

from consumers themselves, including perceptions (and sometimes misperceptions) of the financial
services industry. The second section then considers the factors associated with the supply of
regulated saving products that ent barriers to their use by lowdncome groups. We conclude

with a discussion of the ways in which the demand and supply factors interrelate.

5.1 Demand barriers to saving formally

Building on theconstraintsto saving generall{discussed in the previousapter), attention now

turns to demand barriergelatingto the use ofsaving produd provided by regulated providers.

Previous research has identified a number of barriers to the use of mainstream financial services,
and banking in particular (see forlex LXf ST hQwSAft & HnncT hLAYA2Y
and Whyley, 1999Wallace anduilgars 2005. By association, many of these barriers also apply to
savingin mainstream institutionsnoting that they tend to relate more strongly to banks thato

current or former building societiesyho areseen as more friendly and approachable (e.g. Kempson,
1998a)

5.1.1 Not for the poor

Qualitative studiehave observed a pervasive view among poorer people that mainstream banking
institutions would not welcomehtem as a customer (e.@ollard et al., 2003; HM Treasury, 2007b).
About a half of Saving Gateway participants (and those in the comparison gnotips)first pilot
agreedwith attitude statements thabanks were only interested in people in work or witkll-paid

jobs (Kempson et al., 2005).

These views appear to be more pronounced in some groups than othesae study, the notion

that banks would not want to deal with them was entrenched among older people, though much
diminished among younger peopl€ollard et al., 2003), and in anoth@tbeit dated) qualitative

study 6l yla #SNB LISNOSAGSR & 06dz2NBF dzONF GAO | YR
(Kempson 1998).
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5.1.2 Low financial capability

A lack of knowledge abostaving produc prevens some people making use of fornsalving

accouns (Kempson et al, 2000). The behavioural economics literature explains that people postpone
decisionY F { Ay 3 OWLINRPONI AaGAYylFiSQ0 6SOldzasS 2F | fF 01 2
(Beverly, 2008; de Meza008).This has been evidenced most clearly in research on the Child Trust

Fund. Studies have shown thainentswho had not used the voucher before it expired were

generally confused about the accounts available (Kempson et al., 2006) and were dispraiely

low-income, had larger families and were more likely to be lone parents (Bennett et al., 2008).

One study of people on the margins of financial exclusion found a particular lack of knowledge in
relation to savingproductscompared, for example, Wi current accounts (Collard et al., 2001).

While a lack of awareness or understanding of the different types of products and how the tax
system treats these was widespread (Hall et al., 2007; Rowlingson et al., 1999), the limited available
evidence that &ists shows this is most acute among those with lower incomes (Building Societies
Association, 1999; Rowlingson et al., 1999) andaisscommon among young adults (ages 18 to

24; Synovate, 2004). A lack of confidence in making a purchase decisionadlncead understand

APRs was more acute among those with lower incomes (Kearton, 2005).

Finally, dailure to shop around when making a purchase decision has also been observed across the
income range (Atkinson et al., 2006; Collard, 2001). It is impbttacaution that this in itself does

not necessarily indicate poor financial capability. Rather, it may indicate that other factors are more
important, such as the convenient location of the branch or cash machine (Atkinson et al., 2006;

Wells, 2008). Nimethelessand notwithstanding a general mistrust of the industry felt by many (see

the next sectionpr a preference for local providers where known or available (see setiibh

above,I NBfAIFIyOSSRHY oWdNV¥RE YR LI &G LISNF2NXYIFyOS &SN
lower incomes (Collard, 2001).

5.1.3 Mistrust of the industry

A previous review concluded that a lack of confidence in saving account providers deterred some

people from using them and thatadure of bank and building society branches in some areas helped

fuel mistrust and the psychological barriers to using them (Kempson et al., 2000). This has been

noted in other studieshat have considered saviragcounts generallfAnderloni et al., 2008;

Andrew Irving Associates, 2008hdISAs gecifically (Hall etal., 2600 ® ! & dzA LA OA2Yy 2F
LI NI A Odzf | NI & BinkRafid\bdifinglsotiRtidsis Bederl fOURdo éxigtregardless of

class and incomeéRpwlingsoret al., 1999), thogh one study found that poorer people and those in

social class DE were much more likely to have negative views of the industry (Financial Services
Consumer Panel, 2005a)

Mistrust of banks and building sodiet and feelings of alienation weeseeminghespecially

common among minority ethnic grougkempson 1998bHighlighting the inteplay between
different barriers, misunderstanding about the requirement of a passport for opening an acgount
perceiving this iss beinga wayto check that customerbad a right to be in the countrywas a
specific factor that deterred some consumers with a minority ethnic background from opening
formal saving accounts (Kempson, 1998b).
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5.1.4 Money management needs and the amount can afford to save

Boththe amount peoplecan afford to save and their money management needs have been noted
as limiting formal saving, in terms of either opening an account or adding to it (Bdifferent, c2007;
Collard et al., 2001; Kempson et al., 2000).

Some people we deterredfrom using fornal saving accourstbecause they fead tying up money
for a fixed period of time (Ethnic Response, 1999) or bectugsebelieve thatarge minimum
deposits are needed in order to open some building society accounts (Kempson et al.]r2@00).
qualitativestudy, peopleon the margins of bankingncluding those with accounthey hardly used
generally believed that saving into a bank or building society was only appropriate for saving
relatively large amounts of money, rather than the £2 per week mbgtem could afford(Collard

et al., 2001) Somesaid they wouldeel too embarrassed to go into a braneitherto deposit such
small sumgCollard et al., 2001) or withdraw such small sums (Opinion Leader Research, 2007)

As such, pople most neededa sinplesaving accouns K SNS (G KS Y2ySeé RSLIR2AaAAGSR
that was suitable for saving small sums (Collard et al., 20@tdo imply that there is a single

solution would be misleadind\ separate study of young peopésd Local Authority and Housing

Association tenantsound thatsome people wanted saviagp be relatively easy to acceasilst

others did not, suggesting that a range obgucts and options was neededoffard et al., 2003).

{AYAE NI &X hQwSAft & oHnn vailabilkyRSdyaccdsFlity & banks an8y a A 2 y
accounts and the need to remove temptations to spend by securing money away in an a€wint.

study observed desirefor Child Trust Fundccounts tdbe flexible in terms of how much was saved

and how often, andor the money to beeleased quickly if particular kinds of emergencesse

(Edwards, 2001 here was also desireamong older peopléo be able to earmark funds for

different purposes and to be able to release some savings for inmediate use wtalaing sane

for the future (Wells, 2008). As sudhe importance ol Y Sy G I | whéebylpgdple y 3 Q
YSyGrfte aaArdy RAFFSNByYy( (HeNRin20D8B2vErly YR8 e (2 RA T
clear implications for physical accounting witlfimmal saving produd.

5.1.5 Preference for alternative providers

As discussed in Section 3.2.2, there was a strong prefe@noag some peopl®or alternative

Wal gAY 3EAaQ LINPOARSNE 20SNJ 0KS YFIAYAOGNBIYZ NBIdzZ |
characterstics of these schemes, such as a social obligahsave and doeto-door personalised

services, which are not replicated in mainstream services made the alternative providers attractive

to some people on low incomes and some minority ethnic grolipeWtf A B Q | f G SNy I G A BS
schemes provided were also a major attractiarguablyfixed-term saving accountsanalso

provide thisfunction, but it appears that the nature and timing of the lerls are important in these

schemes.

Cultural influence were also important (see section 3.2.2). In addition, the interest paid on most
mainstreamsaving accouistwas problematic for some practising Muslims because it does not
conform to strict Shariah law. As such, the use of forsaging accourstwas felto be inappropriate
among Somali women in one qualitative study (Collard et al., 2001), and in another study, some
Bangladeshi and Pakistani participants felt varying degrees of discomfort accepting interest;
although none in the sample refused outrightdo so (Ethnic Response, 1999).
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5.1.6 Risks and returns

Peopletend to feel losses more acutely than they perceive gadispeciallywhere the gains are in

the future (de Meza, 2008Beverly 2008).As such, one study identified thaia security of savings
wasof paramount importance among people with only modest amounts to save, more so than the
rate of interest (Kempson and Whyley, 1999). Other studies have also observecttratean about
risk presented a barrier to saving formalyndrew Irving Associase 2003; Ethnic Response, 1999
Hall et al., 200y However, it is unclear as to what extent these concerns relate to prudential or to
investment risk. People with lower incomes, fewer resources and less experience of financial
products were naturally lessilling to take risks financially (Collard, 200#anwhile,very little

value was placed on the annual dividends sairecseditunionsreceived; instead saving was mainly
valued as a tool for accessing borrowing in this particsitaation (Collard ¢ al., 2001).

5.1.7 Capital rules/means-tested benefits

Limited evidence exists to suggest titancern aboutosingqualification for meandgested benefits
actsas a barrier to formal savingvhere the evidence does exist, it has tended to relatsdioemes
intended to build larger assets over long perigdsch as the Child Trust Fund; Edwards, 2001;
Kempson and Taylor, 20043 expressed by oniyminority of peopldKempson and Taylor, 2004) or
thosewho are unlikely to be affectethemselveqthat ispeoplke who are noturrent or potential
benefitrecipients e.g. Rowlingson et al., 1998lonethelessqualitative research that considered
proposedsavingschemes with residentsf a degrived area of Edinburgh identified a concextoout
how much in savingsincluding thoseacauedin matched savings schemesvould be allowed

before affecting benefit entitlements the implication being that this would discourage saving into an
account(Chapman, 2003).

5.1.8 Suspicion/scepticism of Government role

Suspicionandird OSLIJGAOAAY | 602dzi GKS D2 @SNyeri®ygauimgd NRBf S Ay
schemes has been observed (e.g. Collard et al., 2003; Edwards, 2000; Kempson and Taylor, 2004).
Though gain this has tended to relate to the Child Trust Fund and similarterg assetbuilding

schemeswhere there are particulaconcerns about the continuity of the schemes in the event of a

change in Governmenthey were also concerns that were expressed before the actual schemes

were implementedThe qualitative interviews ith participants of the first Saving Gateway pilot

showed that a minority of people had initially been deterfeaim applying principally because the

matching seemed too good to be true; it was impossible to know how many people weref put of

entirely (Kenpson et al., 2005).

5.2 Supply barriers to formal saving with regulated providers

The liberalisation of thdinancialmarket since the 1980s has led to increased competition, and this
has resulted in greater attention being given to more lucrative marketdesxito more

marginalised markets (Anderloni et al., 2008). In other wondslstthere isa wide range of

products that are attractive to middle and higher income consumers, few products exist that are
attractive to people withmore limitedresources.
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This sectionconsides supplysside factors that present potential barriers tioe acces®f savings
providers andheir products before considering the features of products and their delivbat can
also act as barriers

5.2.1 Access

Research has identified aimber of barriers to accessisgving accourst the most significant of
which relate to geographicalnd physical access.

Geographical and physical access

CGeographical access barriers to the usesa¥ing accours, relate principally to the distance to a
branch ando the cost and reliability of (public) transport getting the&nderloni et al., 2008;
Kempson et al., 200&empson and Whyley, 199®1cGill, 2002 The 1990s saw a substantial
reduction the number of financial retail outlets in poorer comnitigs, in part the result of bank,
and to a lesser extent building society, brantdsares (Kempson et al., 2000).

Distance to thebranch of theHalifax(the bank operating the accounisthe pilot)in the second
Saving Gateway pilttad a small but sidficant negative impact oparticipationrates (Harvey et al.,
2007).Another study suggested thaeggraphical barriers wemmore acute m Northern Irelandhan
in Britain mainly because public transport is poorer and car ownership among poorer people is
lower there(McGill, 2002)Although geographical access barriers are mgmouncedin rural
areas, they are byo means limited to thse. Even irtity communites, the monetarycostand
impracticalityof getting to a branclho depositonly small amounswas prdibitive:

2dZONB GFf1AYy3I loz2dai (62 LRdyRa (2 3ISG Ayia2
Ll2dzyRE Ay GKSNBo !'yR (KFHGQ& F f2y3 gke (2 Lz

Some studies have noted the potential father phystcal accesbarriersto compoundgeographical
accesproblems for some groups, notalgpeople with disailities (Kempson et al., 2000) anttier

peoplefor whom access to cash was especially problematic in rural §/éeks, 2008)There is

some evidenceftatsome2 f RSNJ LIS2 L SQa OK2A0S 27F aiSoaxmestOSa A&
for them to accesand that they would benefit from a home service by bank and building society

staff to prevent them having tgive their cash cards and PINs to someorgedb get cash for them

(Wells, 2008).

The link between geographical and psychological access is a crucial one. The extent to which
geographical access barriers promote psychological access barcieatingor reinforcinga

mistrust in the industry and perception that financial services are not for the poor as discussed
abovec isa key aspect to understanding sekclusion. Research showed that laveome

households wanted financial service providers to have a presence in their community (Kemgson an
Whyley, 1999) and that the operation of the first Saving Gateway pilot through local organisations
was important to three quarters of participants (Kempson et al., 2005)
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Accountopening process

Preventing the use of financial systems for money laumgdeaind the financing of terrorism has
increased the level of bureaucracy in the financial services indwitinregard to accourbpening
(Anderloni et al., 2008Althoughthis doesnot appear to present a barrier to lowéncome groups
in general, acownt-openingrequirements particulaty a requirement focertain forms of proof of
identity or address, preserd special burden to some groups. These inclydeng adults, who
required guarantors (Edwards, 200hpmeless peoplefor whom 70 per cent ofaposit account
refusals were due to not having suitalgeoof of identityand 19 per centlue tonot having a
permanent addres€Big Issue in the North, 200@eople with learninglisabilities, many of whom
did not possess the standard documents suchassports, driving licenses or utility bills
(Livingsone, 2007) andolder people whdhadtended not to have accounts in their own names in
the past (Wells, 2008).

Although risk assessments, including credit checks, tend to disadvantageitmorre appliants

for some types o&ccountswe found no evidence to suggest that this impacts directly on access to
saving deposit accounts. Where there is a link, this is likely to be medigtbe lower rates of
current account holding and the wider lack of corttavith banking services by lowércome groups

or in thdr perceptions that mainstream institutions will not want toaevith them (as discussed in
Section 5.1.1

Marketing

In contrast, he marketing practices used by financial services can senigddrdinate against those
on low incomes (Kempson et al., 2000; Wallace @uodgars 2005). Many people on low incomes
are not sent any promotional information about financial products abedlause theyre not
considered attractive as customerSonsegently, they are less likely to hear about the sorts of
products they may need the most or receive a skewed picture of the types of products that are
available, helping to explain the low levels of product awareness amongtmme groups
observed aboveKempson and Whyley, 1999).

Information

Theavailability and presentation of informatianprinted andoral ¢ presens a significantbarrier to
access to productsncludingsaving accours among lowefincome groupsPrevious research
suggested that banksere failing to cater for people new to banking who may need detailed
explanationsor money adviceé h Qw S A fWaBage amfQuilgars 2005, and participants of the
first Saving Gateway pilot valued the prepdness of staff to explain theay the acount worked

until it wasunderstood fully (Kempson et al., 200Beople with learning disabilities found that large
print and easy to read leafletaudio tape informationa private place to talk andtaffto talk to

other than cashiers wereften unavaliable (Livingstone, 2007Plder people found a lack ofear

and relevant languager promotion of largeprint options wagroblematic (Wells, 2008).

Culture and prejudice

Whilst there is little evidence of structural discrimination in the provisionnaifcial services on the
grounds of race, revious researcfound thatminority ethnic groupslescribedbanks and building
societiesas beingculturally and linguistically unapproachapdandthat a minority felt they had
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experienced rudeness @venracisn (Kempson 1998bY The informal savings associations that

were common among African Caribbean, Pakistani and Bangladeshi communities were set up largely
as a result of difficulties accessing regulated financial services by migrant communities when they
first arrived in Britain (Kempson et al., 2000).

Other studieshavereported poor attitudes of branch staff towards people with learning disabilities
in a minority of instances (Livings®r2007) and towards homeless people (Big Issue in the North,
2000).

5.2.2 Products

Qualitative researckhows that peoplavith low incomesxpress theneed for simple productsvith
transparent terms and conditions of ugkat offer flexibility, and options that enable them to make
small, frequent and regular payments (Kempsod &Vhyley, 1999).

Features

That products are simple, easy to understand hagetransparentterms andconditionsare
important consideratios among lowerincome groupsollard et al., 2001Kempson and Whyley,
1999. As we discuss in Chaptgrbeing eay to understand was cited by a quarter of people in the
lowest social claggar more than in other groupsys being a important factor for encouraging
them to saveor to save more (Building Societies Association, 2007).

Becausehe circumstances and eés of lowincome households can change frequently and rapidly,

there is a commensurate need for financial products to provide flexibility, for example in the ability

G2 WaoltsS R2syQ LI & Y-ynsavingabdourtS dridsirancepadoding 2y 3 SN
difficult times and for savings to hesed as security against lowebpst credit (Kempson and Whyley,

1999 Smith, 200ph QWS Af ft &8 O Hnnc O savingiaSNUES Ri 20 KNS Lyt SESORANEFS2 NI K S
approach to saving often used by peoplelow-incomes to saveeparatelytowards different

needs.

Studiedfurther suggest that restrictions on the use of money saveglawernmentsubsidised

schemeswould deter many loweincome consumers from saving into them (Edwards, 2001;
Kempsonetal.,2005hy S aidzRé y20GSR GKS f1 O] ¢dinghcgoust SEOA G S
in comparison to hamper schemes (Opinion Leader Research, Ba®#er interest rates on

branchbased accounts or lower balances were seen as unfair among older people @0e8ds

Delivery mechanisms

Increased use of automated and online methods of service delivery can exclude some users
(Anderloni et al., 2008). In a study of older people, the cost of phone bawnkiag they only had a
mobile phone was prohibitive and @dpeople across all income levels did not have internet access
(Wells, 2008)A studyof people with learning disabilities found that cash points and PINs caused

¥ Now more than 10 years old, this evidence may not reflect the current experiences of Black or minority ethnic (or
migrant) goups. New research in this area would be helpful.
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some difficulties and that passbook optiogthe preferred means of accegsvere not availale on
most accounts (Livingstone, 2007).

Costs

We remrted above thatigh opening and minimum balances on sosa®ing accourst(and the
perception of their widespread existencegn deter some users. Although relating mostly to now
obsolete accounts (PERNd TESSAS, though also Bonds) one study fbardgh initial investment
required for some more complex savings schemeasle themless populawith consumers from
minority ethnic groupsvho tended to be on lower incomég&thnic Response, 1999ne auhor
points outthat the £100 minimum for an initial purchase of Premium Basdsyond the reach of
most poor people (Khan, 2008)

5.3 Theinteraction between demand and supply barriers

As we have seen, research has identified rather more demand than sogpigrs to saving in a
formal accountThis reflects the fact that, compared with other areas of financial serticese are

no major structural failures in the supply sdving accourst Lacking &aving products, for the most
part, the result ofsef-exclusion. Where there are seemingly supply failures, these largely reflect a
mis-match between what people on lowéncomes want and need from a product (or a provider)
and the products and services that are availaBle a result, failures in the suppdfsaving product
have created and reinforced demaisitle barriers to saving formally.

We have, therefore, investigated the integlationships between the barriers identified in previous

research andn doing so havalentified three ovedr NOK AWS( 2 NO FYNNASNEQ (G2 &l @A
where demand and supply barriers interact. These relate to: access, knowledge and understanding

and the attractiveness of existing saving prodwatd are described in the sections that follow

5.3.1 Access

Among lowincome nm-savers there is a prevailing belief that accounts provided by commercial
FAYFYOALE aSNIWAOS QIZEhslndbnyfestSitself in MdBousHyagsithatfs@chd G KS Y Q
providers are not interested in people who have only small amounts to depositthibatare

culturally a long way from working class communities and that they are predominantly white
organisations. There is also a mistrust of commercial providers who are seen as out to make as much
money as possible and not understanding or being inteik# the needs of people onwincomes

or from a Back and ethnic minority background.

Branch closures in loimcome communities, and in some cases the total withdrawal of all

commercial financial service providers, not only create a geographicafinaddjal)cost barrier to

0KS dzaS 2F GKSANI aSNWAOS& odzi | LIISENI G2 ONBIGS
0StASTA GKIFG O KvMdEovérM@hlocdbranchedF azeNknér&llssyatied by people

who differ from those whoive in lowincome communities, tending to be more middle class and
predominantly white The way in which they communicateth or are perceived to react to lower

income customers widens the divide. The requirement for stringent identity checks beforendégcou
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are opened only serves to reinforce the divide, being seen to confirm that commercial providers are
trying to make it difficult for people on low incomes to open aguspyand requests for passports
have (in the past at least) bemeen as an indicatioof racism by some ethnic minorities.

It shouldalso be notedhat people with limited engagement with financial services tend to
IASYSNIftAaS FTNRY (GKSANI 2gy 29)fa2aekd&rPleldiffidflaest SQa & LISC
opening a current account fliperceptions okaving produc and providers.

5.3.2 Knowledge and understanding

There is evidence of a link between low levels of financial capability and knowledge and thsenon

of formalsaving product But the direction of causality is not entirely sghtforward. It is

undoubtedly the case that knowledge increases with engagement with financial seAithe

alYS GAYS (GKS O2YLX SEAGE 2F Ylyeée SEA&GAY3T LINR R
of percentage interest rates and tax relief deteem from using formasaving product Again

people with limited engagement with financial services tend to generalise from the complexity of

non-saving products and assume that saving products are also complex

Thisperceivedack of simple productand the lack osimple expression of returns appears to be
compounded by a paucity (and perceived paucity) of ¢asgad and informative product literature
and a lack of marketing of financial services to people on low incomes

5.3.3 Attractiveness of formal accounts

It is clear that people choose to save informally because these methods have many attractions that
formal accounts are not seen as possessitighe same time, there are cultural and religious

reasons for some ethnic minoritiesgderring altenatives to formal saving, such as gold and

investing in property or a micrbusiness.

Put simply, the design of formahving accourstmakes them a less attractive optidrhere are a
limited number of formal products offering features that are importémpeople on low incomes,
namely:

e Accounts where there are incentives not to withdraw the money deposited but where money
can be withdrawn in an emergency without penalties for doing so.

e Accounts dedicated to saving for a particular purpgseich as Chrisias expenditure;
wherethey may have specific requirements on access and may look for different types of
incentive to save (g. reductionsin the price ofgoods bought with the money rather than
interest paid on the deposit).

e Accounts with transparentrad tangible records of deposits and balances, following the
phasing out of passbook accounts

Moreover, experience with the Saving Gateway shows that for people on a low income the returns
on a conventionasaving accoundre insufficient to counteact either the attractiveness of either
saving any spare money informally or spendingy the deterrents to opening a formal saving

account Simpleto-understandaccountsand more generous matched saving chowever have a
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powerful influence on converting pgle to saving formallyThis was undoubtedly the key to the
attractiveness of the Saving Gateway.
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6 Triggers and incentives to saving

The previous chapter investigated the barriers to saving faced by people on low incomes. It also
showed that affordality was often given as a reason for not saving, but was not always a sufficient
explanation. In thisktapter we look, first, at thehanges in circumstandbat cantrigger people to

save, beforeeonsidemgarange of incentives and other interventiotisat are designed tpromote
saving by people on low incomds.doing so, we draw on evidence from quantitative and

gualitative studies, and present new findings based eamalysis of data from the first pilot of the
Saving Gateway (see Appendix 1)

6.1 Triggers for starting to save

People begin saving at different times in their lives and for different reagtasearch with children
showed that thosdrom lowerincome families were as likely to save some of the money they
received (as pocket money, casuatmgings et as children from wealthier families (Loumidis and
Middleton, 2000) A qualitative study of people on loww-middle incomes found that parental
influence was the most important factor that determined whether or not people had saved as
children(Whyley and Kempson, 2000b). Those who sagechildren had started doing by putting
moneyby for a rainy day rather than for a specific purpos$ais had occurred in a context of
encouragement (rather than coercion) by parents throughout childhaad,with handson support
from them early on a finding that is corroborated by the study at the inception of the Child Trust
Fund (Kempson et al., 200®) a study of 11 to 19 year olds, the youngest were most likely to be
saving, found it least difficutb do so and had the most positive attitudes towards their own saving
habits (MoneySense Research Panel, 2008).

People who started saving as teenagers often did so in response to withdrawal of financial support
from parents, and, in contrast to those wistarted earlier in life, wouldnore often save up for
something specificather than putting money by for a rainy dayome teenagers had been under
pressure to save towards something 'worthwhile' and so had started to save towards driving lessons
or a carfWhyley and Kempson, 20008aving for niversity wasalsoa trigger for saving among

young adults (aged 18 to 24) in another study (Synovate, 2004).

Quialitative research showed thpeople whostarted to savefor the first timeonly as an adulivere
also more inclined to save to meparticular needs and circumstanc@&hyley and Kempson,
2000b) Often, they were influenced to start saving by a partner who took saggously
(Rowlingson et al., 1999; Whyley and Kempson, 200@k)y first started bgavingtowardsa new
home,getting married or 'settling down'; and many only began to save whengteyed a family
Many older peoplen the preretirement stage of their livekad started or resumel saving oisaved
more intently, only after their adulchildrenhadleft home (Whyley and Kempson, 2000Db).
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A similar set ofife-stagetrigger events were also observed (across all inconmethle qualitative
researchby Rowlingson and colleagues (1999). These researdbersd additionally that these
transtions helped promote financial knowledge, the desire to dadtothe acquisition of
information on saving and investment rather than the other way.

Changeshat have a more direct effect on disposable incorhase been found to impact positively
on sawng. Quantitative analysis of data from a longitudinal survey, which interviewed the same
individuals across several years, found that among people of all ingemtesing work had a
dramatic, positive impact on the prevalence of saving and the amouné&ss&ises in earnings and
movement to selemployment from unemployment haa similar thoughmore muted, effect

(McKay and Kempson, 200Receipt of a windfall also had a small positive effect on active saving,
although previous authors have concludeathhis generally only happened among people on
higher incomes (Whyley and Kempson, 2000b, after Rowlingson et al., ©3B8j)research found
that people who wee starting to think about saving we more likely to have had an improvement

in their financal situation and expeed it to improve further, suggesting that people save when they
feel theycanafford to do so(Smith, 2000)A longitudinal study found evidence that people are
more likely to start saving (or increase their level of saving) whein #doenomic situation improves
(McKay and Kempson, 2003).

6.2 Incentives to save

A range of potential factors have been identified as incentives for people on low incomes to save,
some of which appear to incentivise opening a formal account; some to incentiddevel or
regularity of savingand others to limit withdrawals and retain money in savings.

6.2.1 Incentives to open an account

Both account and provider attributes play a part in encouraging people on low incomes to open a
formal saving accounq rather than saving informallyarious studies have shown that they were
attracted by simple and accessible accounts that accommodate small deposits and where their
savings are not at risk (Collard et al, 2001; Collard et al, 2003; The Consumer 2060@¢iDpiion

Leader Research, 2008hey welcomed ready access to a record of the current balance in the
account, so that deposit accounts with pass books had a particular attraction (Dayson, 2004; Wallace
and Quilgars, 2005).

They also wanted to deal with a wé&thown and trusted provider (Collard et al, 203; Kempson and
Whyley, 1999; Bdifferent, 2007) and were attracted to a provider that had local outlets, since there
was a preference for fae®-face transactions (Collard et al, 2001; Dayson, 2B@Mpson etl

2006; Rowlingson et al, 199%s the sums of money being deposited at any one time were usually
small they could be seriously eroded by the cost of public transport to reach a local branch
Consequently, partnership arrangements between walbwn financial service providers and local
trusted organisations can encourage people on low incomes to open an account (Kempson et al,
2000; Kempson et al, 2005).
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Rates of return

wlkidSa 2F NBUdzZNYy OF y inyh&RigntzdperSaRdrmiakavifgBOntT LIS2 LI SQa&
Previous studies with people across all incomes have shown that interest rates can play a role in
people decisions about which account to open (Hall et al, 2007; Kempson et al, 2006).

Secondary analysis of data from the evaluation of the 8esiing Gatewaypilot found that, when
described to them, matched savings also proved to be very attractive proposition among the
reference group who shared the characteristics of participants but lived outside the catchment of
the pilot. Over half of them (5ger cent) said that they would be very likely to open a Saving
Gateway account if it were available; a further 35 per cent said that they might do so. It should be
noted that this is far higher than the take rates in the two Saving Gateway pilots (ie #econd

pilot it averaged 17 per centyvhich may well be explained, at least in partasuspicion that the
matching was too good to be true, a constraining factor that was obser#iedughimpossible to
quantify ¢ in the first Saving Gateway pil(see section5.1.8 abovg

A key question is whether it is thevelof the matching that is important or its simplicity. Bealysis
of the Saving Gateway first pilot data suggests that both have a partyo pla

Most of the participants interviewed in depth described the level of matching (pound for pound) as a
WKdzZ3S AYyOSyliA@SQ WiKI G ¢iadizidg thGsy whd daNhodtBeaving & 6 2 R&
accouns. Very similar views were expressed in ottesxearch among people who were potentially

eligible for the Saving Gateway account (Collard et al, 2003).

Despite the enthusiasm for the pousidr-pound matching in the first pilot, many participants who
were interviewed in depth volunteered that they wigustill have been attracted to the Saving
Gateway even if the matching were only 50 pence for every pound saved.

The second pilot was designed to tesbre directlythe impact of the rate of return (different levels

of matched fundingind a bonuson pe2 L SQ& LINR LISy & A (Thisfaupd ttal.lJSy |y | OC
increasing the match rate increased the proportioretifiiblepeople who opened an account. There

was a 15 percentage point difference in the number of accounts opened when a 50 pence match for

each paind saved was offered, compared with a 20 pence match rate. A match rate of one pound

increased the takeip rate by six percentage points, compared with a 50 pence match. A £50 bonus,

offered on top of a 50 pence match rate increased takeby a further & percentage points

(Harvey et al, 2007).

Reanalysis of the survey dafeom the first Saving Gateway piléh which all recipients received a
pound for pound match3howed that a 50 pence match rate would have dampened the enthusiasm
of a minority. Nie in ten participants (89 per cent) said that they would still have opened an
account even if the matching had been only 50 pence for every pound saved. The reference group
also lost some of their enthusiasm for matching when presented thi#toption of 3 pence instead

of pound for pound. The proportion saying that they would be very likely to open a Saving Gateway
account fell from 54 per cent to 38 per cent.

Research for the Building Societies Association asked survey respondents (at all incomi levels)
rank in order of importanca number of producteatureswhen choosing whickaving accounio
open Table6.1 belowgives the results for the most important feature by social class. This shows
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that the proporton of people believing interest ras¢o be the most important factor declined from
44 per cent in classes A and B to just 21 per cent in cléssvithom easy to understand accounts
were of greater importance (Building Societies Association, 2807)RIQY the niost important
factor foronly a minority of people, though it appears to have be#ad slightlymore often by
people in the lowefincome than the higheincome groupsa finding corroborated by an earlier

study (Collard, 2001f NonethelessY | y& Y2 NB LIS2L)X S Ay Oflaa 9 &l

features would encourage them to open an account (21 per cent compared, for example, with 11
per cent of those in class C2).

Table6.1 Most important product features

Column grcentages

Lowerincome Higher income
E D Cc2 C1 AB
Interest rate/rate of return 21 27 40 46 44
Flexibility 10 16 16 21 15
Easy to understand accounts 24 19 10 9 10
Advice/recommendation 4 2 4 3 8
Brand 4 5 4 3 2
None of trese 21 14 11 10 9

Source: Adapted from Building Societies Association,, 20@ sample size 985

6.2.2 Incentives affecting the level and regularity of saving

Of the various incentives to encourage higher levels and greater regularity of saving, ratesgrof retu
have, repeatedly, been shown to have a large effect (Building Societies Association, 2007; Hall et al,
2007; Kempson et al 200®pinion Leader Research, 200éthough the research for the Building
Societies Associaticmmong people of all incomeds showed that they were twice as important

for savers as for neeaversOn the wholematched savings and bonuses seem to have a much
greater impact than interest ratgser seas we describe in more detail below. Tax relief, in contrast,
has been foundd have much less of an effect.

The promotion of routine methods of paying into an account, arbluitt incentives for regularityfo
saving, also have an effedihe evidence on the effect of financial education and providing access to
loans to reglar savers is more equivocdkt attracts some people but deters others.

Matched savings

A number of reports on the Saving Gateway pilots show that the matched funding was a major
attraction among participantand potential participant¢Chapman, 2003; Collard &, 2003;
Kempson et al 2005; Harvey et al, 2007)

“tis necessary to treat this finding with caution, due to potentially small sample sizes in one or more individual socio
economic groups.
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Six in ten of the reference group the first pilot of the Saving Gatew¢§8 per centy’ also said that
pound-for-pound matching would encourage them to save a lot more; 30 per cent said they would
sawe a little more and only 10 per cent said it would make no difference .aktedl match would,

however, have a greater effect on people who described themselves as rainy day savers (67 per cent
of whom said they would save a lot more) than it would oneitbeople who saved up to spend (60

per cent) omarticularly those who were nesaverg49 per cent)Indeed, the first pilot attracted a
disproportionate number of rainy day savers as participants (Kempsdn22@b).It should be

noted, however, thatmany rainy day savers only saved informally and participants had been
encouraged by the matching to formalise their savings.

Reanalysis of the survey data from the first piktggested that a smaller match rate would have
had a greater effect on the amats people saved than initial account opening. So, while nine in ten
participants (89 per cent) said they would still have opened the account (as reported above) if the
match had been 50 penceight in ten (78 per cent) said that they would have savetlgsamuch
money.

Conversely, e second pilot of the Saving Gatewashich tested this directiffpund that match

rates hadess impact on the level of saving intetBaving Gateway accounts than tlikg on

account opening. A comparison between two areéth simila maximum monthly contributions
showed that a match rate of 50 pence had a much greater incentivising effect than a 20 pence
match. While 6 per cent of people in the 50 pence match area reached the maximum balance over
the life of the pilot, mly 43 per cent did so in the area with a 20 pence match ratel. although the
proportions of account holders who reached the maximum balance was similar regardless of
whether they received the 50 pence match (64 per cent) or the one pound match (68migrtbe
difference was more marked for lowdémcome participants (53 per cent and 60 per cent respectively
for participants recruited from DWP benefit records).

Although the level of matching was clearly a draw in both Saving Gateway pilots, a nurtizer of
participants who were interviewed in depth said that matched funding expressed as a set amount
per pound saved was much easier to understand, it provided greater encouragement for them to
save regularly.

When it was written down like that, it was mouaderstandable to people.

,2dz (Y263 LQ@OS 27608y G(K2dAKG GGNB11Ay3a 20SN (K
L2 dzZNAyYy3 gAGK NFAYyS AdGQa FNBSTAy3a O02tRI LQ@S 3
cdzli GKSYy L GKAyqdzwz BKKEG LIQYFG det fl A8 AY Mlyd LQY al

The matched funding had an added advantage for Muslim participants, whose religion prohibited
the receipt of interest.

®The takeup levels in the Saving Gateway pilots suggest thedetfigures should be treated with some caution as they
over-state the impact that would occur in reality. It is safest, therefore, to use the figures for different incentives
comparatively and not as an absolute indication of their likely impact.
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Interest rates and bonus payments

There is comparatively littlevidence on whether interest ras have an impact on the level or
regularity of saving. People interviewed in first pilot of the Saving Gateway were, however, asked
what impact a dubling of interest rates from three per cent to gi@r cent would have on their
propensity to save (at thBme of the interviews rostsaving accounpaid about threeper cent
interest).

Reanalysis of this data shows that only a quaKf@s per cent) othe reference group (but a thitd
32 per centpf participants) said that this would encourage them to savet more™®

Significantly, interest rates would have a far bigger incentive effect on people who described
themselves as rainy day savers (44 per cent of whom, would save a lot morghélyamould on
people who saved to spend (24 per cent) or said tlveye nonsavers (17 per cent).

Reanalysis of the depth interviews with participants showed interest rates had an impact on a small
minority of people (all existing savers) who had switched accounts in the pgst ohigher interest

rate. Others gave mre equivocal suppor, saying it would depend on the rate being offerddost

of these would only have been incentivised by rates that were well above anything the market
would be likely to offer; 25 and 50 per cent were commonly mentioned

For the majotty of people, however, the small sums they would be likely to save would attract so
little interest that it would have no incentive effect at.&laving or investing to make money was an
alien concept. Indeeds we note in sectioB.2.2 users of Christtas svingclubs and credit unions
were willing to trade interest payments for other features of these accounts (Opinion Leader
Research, 2007; Whyley et al, 2000)

As noted above, the receipt of interest is prohibited by Islam and this ruled itsoamiacentive for
some people (Kempson et al., 2005)

In addition, a number of people said that they were unable to translate a percentage interest rate
into the amount they would receive. Instead, they preferred the interest to be quoted as a specific
sum ofmoney reinforcing the point regarding simplicity made in connection with matched saving.

2 KSy 82dzQNB 42Nl 2F GKAY(1AYy3d Wm: 2@E6MIikkKS &St
G2 aSS GKIFIG A0Qa FTAGS LI2dzy Rkethgf. G KNBS Kdzy RNBRX

In fact, the Saving Gateway participants interviewed in depth found the idea of a bonus payment
much more attractive than interest payments, with the great majority saying it would incentivise
them to save A small number of these people quad their support in some wayeither giving a
minimum sum for it to be attractive (which ranged from £20 and 10 per cent of the balance to a
maximum of half of the balance in the account); or saying that they would only be attracted if it was
not linkedto a requirement tosavea set sum of money regularly. Most of those in favour of a bonus
saw it as a suitable alternative to matched funding.

®We hae only discussed those saying that they would save a lot more in this and subsequent items, as it is known that
people tend to ovesstate the impact in hypothetical questions such as these.

43



The minority who were not interested at all divided into those who simply found the idea
unattractive and those o were deterred by past experiences either with bonus accounts or life
insurance, where they had been unable to sustain their level of saving and consequently did not get
the payout they had been hoping for.

The second pilot of the Saving Gateway undektwery limited testing of the effect of a bonus,
which wagestrictedto a £50 bonus on top of a matched rate of 50 peridés showedhat

although, as noted alive, the bonus led to a 6.1 pmntage pointincrease in accourbpening it

had no impact onhe proportion of account holders that reached the maximum permitted balance
during the pilot (Harvey et al, 2007).

Tax exemption and tax relief

Studies of ISAolders across the income range have shown that tax relief played an important part
in their decsion to open an account (Dezyk et al, 2004; Hall et al, 2007, HM Revenue and Customs,
2005) There is, however, little evidence to suggest that it playshhaf a part in the decisions of

people on low incomes.

Tax relief was the least attractive of thadincial incentives discussed with people on low incomes in
the first pilot of the Saving Gateway. Just two in ten of the reference gf@ujper cent)and a

similar proportion of participanté23 per centpaid that they would save a lot more if the intst on
their savings was tafree.

The effect of tax relighlsod NA SR NBYFNJlFofeé fAGOES 6A0GK LIS2LI S¢
rainy day saversaid theywould save a lot more, compared with 21 per cent of those who saved to
spend and 17 perent of nonsavers.

Reanalysis of the depth interviews with participants suggest that thésiistics almost certainly
overstate the impact that tax relief might have. Only a minodfypeoplesaid that tax relief might
influence their decision regardinsaving; but most were not taypayers and would not have
benefitted from tax reliefThe most enthusiastipersonwas a man who had retired early following a
heart attack and had become aware of the impact of tax on his incétednad opened an ISA when
he retired and deposited £10,000Most of theotherswho expressed some support for tax relief
were more equivocal, recognising that that they needed to be in work to benefit and, in addition,
there was a general feeling that they would need a large suoeposit to make it worth while

The overwhelming majority of participants who were interviewed in depth, however, said that
neither tax relief nor tax exemption would play a part at all in their decisions about whether to save
or what type of account topen There were three main and int@onnected reasons for this.

There was a common feeling that they would not gain much from either tax relief or exemption,
because they paid little or no tax and because they had so little money to save.

LiQa UHIHEKAWAOK X A0Qa adzOK + avlftf FyYy2dzyd G2 i
not there really.
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The point was made that tax breaks were more of a rewhethtan incentive; and if you were going

to save you would do it anywalt should also be noted that some of those for whom tax relief

offered no incentive did have an ISA or an old TESSA or PEP even though, in most cases, they stood
to gain little or notting by way of tax relief.

The other main reasofor the lack of impactvas a lack of understanding of how tax relief and tax
exemptionworked! (@ LA OIf O2YYSyid 6KSy LIS it ®esdhdtNS | &1 SF
Y S I y®eflainly there was no real undganding of the difference between tax relief and tax

exemption.

LOR LINRPOlIoO6fe KIFI@S G2 32 FyR &l az2vysSz2ysS i wi
mean.

And a relatively common area of confusion was thatwas payable on the capital sum nar the
interest.

LQ@#S 2yte 2dzaid NBFfAaAaSR GKIG AdQa tA1S GKS Y2
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Indeed, some people who thought it might incentivise them to sawklitide or no understanding
either ¢ suggesting a much wider lack of knowledge.

Not only did they not understand tax relief or exemption but several people found the whole issue
2F GIEFGAZ2Y WO62NRAY3IQOD

,2dz GKAYl GFE FyR 282dz KAK 0 WER NAY BN 2 9@ il Kk
Financial advice and education

The evidence on the impact of financial education and adwiceavings equivocalSome studies
(particularly those evaluating matched savings schemes in othes piattte world)’ point to the

impact that compulsory financial education on budgeting can have on levels of saving (Chapman,
2003) Research in the UK, however, shows that it could deter some people from opening an account
at all (Collard et al, 2003).

On the other hand,tereisevidence that lack of knowledge is associated with not haviseyang
account(Furnham and Golettd ankel, 2008) and that people on low incomes require unbiased

information and explanatios of accounts in order to ovesme financial exclusion (Kg@son et al,

2000) Moreover, community organisationdgyed an importantrole inov€2 YAy 3 LIS2 LX SQa -
and inhibitions about approaching a formal financial institution to open an account in the first Saving
Gateway pilot (Kempson et al, 2005).

Again,secondary analysis of the Saving Gateway first pilot data set provides further information on
the possible impact of financial advice on the amounts people.Sdve showed that well under two

7 see for example: Sherraden et al. (2004 meaning of savings low-income households: evidence from Individual
development Accoun@enter for Social Development, Washington University in Saint Louis; Russell et ab@&@3 7 lus
¢ encouraging savings and increasing financial capabilities amongnimme famiks RMIT University.
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in ten of the reference groufll6 per cent)and even fewer ithe participanty(13 per cent)said

that they would be likely to save a lot more if they had access to advice on managing their money.
Indeed, these proportions were lower than for any of the finahitieentives already discussed,
including tax relief.

Like tax relief, there walativelylittle variation between people with different approaches to
saving: 21 per cent of rainy day savers would save a lot more, compared with 15 per cent of those
who saved to spend and 14 per cent of ravers.

Thislack of enthusiasrwas reflected in the low takep of financial advice and training in both the
first and second pilots of the Saving Gatewayhere it was made available but not compulsory
(Kempson et al, 2005; Harvey et al, 2007 the second pilot,dr example, takaup rates varied
betweeneightper cent and 18 per cent in different pilot are&sdeed, although a number of people
were positive about financial advice and training being made available, few felt that they actually
needed it themselvedarvey et al, 2007)

Access to loans

For many people who had joined a credit union or one of the other savings and loans schemes, the
access they obtained to cheaper loans was one of the main incentives for satvirigem
(Kempson et al, 2000; Whyleyri{pson and Collard, 2000).

Reanalysis of the Saving Gateway first pilot data, however, showed that, like financial advice, access
to cheaper loans would only incentivise a relatively small proportion of people to save more money
(14 per cent of the referece group and participants alikén contrast to the other incentives

already discussed, cheaper loans would have the greatest impact eeavans (19 per cent of

whom said that they would save a lot mageompared with 13 per cent of those who saved to

spend and nine per cent of rainy day saveEsen so the effect on nesavers would not beearly

as great as matched savings and was barely higher than either interest rates or tax relief.

Reanalysiof the depth interviews with Saving Gateway particifgsimilarly showed a very luke
warm interest in cheaper loank seemed thamostpeople were either inclined to save or to
borrow and did not like the idea of an arrangement where the two were linketked, many
people said categorically that theyddnot borrow if they could possibly avoid & small number of
people were deterred by the perceived risk or lack of confidentiality of dealing with community
based savings and loans scheme.

Establishing a routine for payments

A number of studies have siw that people save more when they establish a routinediming so,
whether this is by standing order or direct debit from a bank account, by routinely making cash
deposits when shopping at a set time in the week or month, or having a routine for séiVoasa
change, or coins of a particular denomination at the end of the day (Collard 208l; Collard et
al., 2003; Harvey et al2007; Kempson, 2000; Kempson et 2005; Rowlingson et.all 999).
Psychological research (with peopleatiincomes) identified that among people who intended to
save, techniques that enabled them to save at Igmstially automatically and depend less on will
power increased the likelihood of actual savi{Rabinovich and Webley, 2007).
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Personalised saving targets

There is also some limited evidencé&om the two Saving Gateway pilatghat personalised

savings targets encourage people to save regularly and routinely (Harvey et al 2007; Kempson et al,
2005) Clearly, however, these targets need to be achievdtdeearch also suggests that

encouraging people to extertheir time horizons is beneficial, since having a long time horizon was
not only associated with having the intention to save but also distinguished those who implemented
their intention from those who did not (Rabinovich and Webley, 2007).

6.2.3 Incentives to retain money in savings

For people on a low income, the temptation to dip into savings is gRegearch in psychology
suggests that saving money into a separate account not only distinguishes ttey mloysically but
also distinguishes it psychologically rimajit less likely to be spent (Rabinovich and Webley, 2007).
A suchthere is evidence thgieoplewho were serious about saving were often attracted to
accounts where access was limited (excepm emergency) or where there was a financial
incentive for retaining the money in the account (Kempson e28I00; Kempson et.aRP005).

The Saving Gateway sign discourages withdrawals but does not prevent access in an emergency
and, as such, offerthe best of both worlddn both pilots thelevel of thematch washasedon the
maximum amount in the account at any one time, but the maximum sum that could be deposited
each month was limited and the maximum match rate could be met by making depo$isoif the

18 months in the life of thérst pilot (and 16 of the 19 months of the second pilo§o that although
moneycouldbe withdrawn, more than three withdrawals would reduce the final maximum match
rate achievableThe impact of this was evideas the level of withdrawal was very low indeed in
each of the two pilots (Harvey et 22007; Kempson et al2005)'®

In the depth interviews, participants in the first Saving Gateway pilot were asked if they would have
liked access to the money theywsal to be restricted until the maturity of the accou@urprisingly,

the great majority of them supported this proposition quite enthusiastically, saying that they did not
want to withdraw the money they had saved before the account matured and theyvestéieir
matched funding

LQY LlzidAy3d GKFG Y2y Se -nthihgg F2NJ 0KS Fdzi dzNB =

These people spanned those on aftwork benefits as well as those who were waged (albeit with
the additon of tax credits)people with and without othesavng accouns and people with various
approaches to saving (rainy day, save to spend anesawers).

The minority of who did not support restricted access were almost all living ecofemdrk benefits
and felt the need to be able to access their savingan emergency, although some of them were
willing to give a few months notice. Interestingligough, none of them hadctuallymade any
withdrawals during the lifetime of their Saving Gateway account.

\When the Saving Gateway is introduced nationally in 2010, any withdrawals made will reduce the total of the match
available although it will not affect the match built up to that point. See HMRC (2008c) for further details.
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Finally, while most people left at least some momeyhe continuation account (savingaccount at

the Halifax Bank of Scotland) at the end of the Saving Gateway scheme, a significant minority also
continued to save formally. Howevexr,group of peoplevho hadreverted to saving informally at the
end ofthe Saving Gateway accouimicludeda significant numbewho either did not realise they
couldsave into the continuation account who did not see an incentive to do so without the
attraction of the match (Kempson et al, 2005).

6.2.4 The relative impact of potential incentives and triggers

Although a number of studies have touched on incentives and triggers for saving, only two have
investigated the relative impact of different factors.

The Building Societies Association has undertaken research to identifynigitat encourage people

to save more if thg already saved or to stagavingif they did not Survey participants were asked
which of the following factors would be most important in increasing their level of saving: advice or
recommendation; a greaternderstanding or awareness of the benefits of saving; a better rate of
return; simpler, easy to set ugaving product and accounts; a reward for commitment; and a
change in needs or personal circumstanceg. @ildren, retirement but excluding salary reases).

Although the report cites results for people at all income levelspbssible to extract the replies

for people in social classes C2, D arf@idble6.2). From this it can be seen that in social claske
largest group of people was those who said that none of the incentives would encourage them to
save moreAcros all social classes the raterefurn and a change in circumstance were the two
most important incentives, but the importance of the raiéreturn diminished from over half of
people in classes A and B to only about a quarter of those in social classes.Dlisd\&s
accompanied by a slight increase in the proportion of people whose level of saving would be most
impacted by a change rircumstanceOther factors were uniformly of only minor importance in all
social classes.

Table6.2 Factor most likely to encourage more saving

Column grcentages

Lowerincome Higher income
E D Cc2 C1 AB
Interest rate/rate of return 26 28 36 44 54
Change in circumstances 13 23 22 18 15
Reward for commitment 4 6 6 5 5
Advice/recommendation 1 5 4 7 4
Simpler, easy to understand accounts 1 4 3 3 3
None of these 40 20 17 15 10

Source: Adapted from BuildjriSocieties Association (2007)

The second study is the evaluation of the first Saving Gateway pilot, in which all participants and the
reference group were asked which one of a range of saving incentives and triggers have the greatest
impact on their own dcisions about saving@hese included the financial incentives discussed above

- pound for pound matched savings (the level in the first pilot), tax relief, and interest rates, as well
as access to cheaper loans, advice on money management and a risenein
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The survey showed that pourfdr-pound matched funding would, undoubtedly, have the largest
impact, with half(51 per centpf the reference group saying that, if they had to choose, this would
be the factor that would be most likely to increase ithevel of savingTable6.3). This was
considerably greater than even an increase in income, which was cited by only. &t of the
other financial incentives would have much of an effect; nor would adwiceoney management

or access to cheaper loans

As might be expected the matching proved an even greater draw for the Saving Gateway
participants 71 per cent of whom cited this as the most important factor

It was clear that notsavers would be motivatetb start saving by a very limited range of factors
indeed- basically either matching or (almaasimportant) an increase in incomd éble6.3). People
who described themselves as saving to spend would be the whe would be most impacted by
matched savings; while higher interest rates would have the greatest impact on rainy day savers.

Table6.3 The factor most likely to increase levels of saving by approach tdrea

Column percentages

Norisaver Save to Rainy day

spend saver All
Government gave a pound for every pound saved 47 58 43 51
An increase in income 44 26 24 32
Higher rate of interest on saving 1 5 19 6
Tax relief on interest paid on savings 2 3 5 3
Savings gave access to cheap loans 1 5 3
Advice on managing money 2 3 1 3
52y Qi 1y26 2 1 8 3
Base (unweighted) 142 220 83 445

Source: Saving Gateway Accoopening interview survey (Reference group qmigyv analysis

We carried out exterige re-analysis of this data for the reference group to identify the types of
people most likely to be affected by each of the factdisis included a range of personal
characteristics as well as aspects of saving and borrowing behaweunave reporteanly the

headline findings below. Those most likely to say that the matching would have the greatest impact
included:

e Men (58 per cent compared with 48 per cent of women);

e Home owners (59 per cent compared with 48 per cent of tenants);

e People aged 35 td4 (63 per cent) or 25t34 (57 per cent);

¢ People who said that they never (66 per cent) or hardly ever (56 per cent) ran short of money
at the end of the week or month;

e People who said they were better off financially than 12 months previously (58 p8r ce
compared with the average (51 per cerdhd

e People with assaving accounturrently (58 per cent) andspecially hose with other
investments (64 per cent).
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Those most likely to be affected by an increase in income tended to be the mirror image of the
above So they included above average proportions of:

e Women (36 per cent compared with 24 per cent of men);

e Tenants (36 per cent compared with 25 per cent of home owners);

¢ People who said that they never had money left over at the end of the week or nféatper
cent) or hardly ever did (41 per cent);

¢ People who said that they always (44 per cent) or more often than not (39 per cent) ran short
of money at the end of the week or month;

e People who said they were worse off financially than 12 months prelydd3 per cent);

¢ People who had had saving accounin the past (45 per cent) or had never had one (38 per
cent), andthose with no other investments (37 per cent).

A higher interest ratewasmost attractive to people who described themselves as a rdayysaver
(19 per cent) or as a saver not a spender (14 per cent). It waseddsgivelyattractive to people aged
over 55 (ningper cent), people witlsaving accourstcurrently €ightper cent) or whdhad held one
in the past (eighper cent), people wbse incomes had remainetbable over the past 12 months
(nineper cent) and those who saitiey never (11 per cent) or hardly eu@ine per cent) ran short
of money at the end of the week or month

On the whole, then, people who were seemingly better @bleave found the financial incentives
more attractive, while those who showed signs of struggling financially were relatively more likely to
report an increase inncome as the most important factor.

Tax relief had very limited appeal across all grobpswas highest for people aged over ®ight
per cent) Likewise access to cheaper loans seemed to hold little attraction for most p8dyulse
most attracted, however, included people who always ran short of mosigpér cent)c but,
interestingly wee no more attractive to credit users than they were to aggers Advice on money
management, likewise appealed most to thagko always ran short of money (§igr cent).

Finally we ran further analysis of the six factors to identify-grdups of peopldikelyto be affected

in similar waysising a statistical technique known as cluster analysis. This identified three broad
groups of peoplén the reference group (all of whom were on low incomesifferentiated by the
extent to which they would be pronted to save by the different incentives.

Group A People who would be influenced by all the possible incentives

These people, representing 26 per cent of peapléhe reference groupwould be influenced by all

the possible incentives; but would be esplyi influenced by matched savings (91 per cent would
save a lot more) and an ire@ase in income (84 per cemould save a lot more)hey were, in fact,

fairly typical of the people interviewed in the reference group, in terms of their approaches t@savin
andtheir personakircumstancesCompared with the average, slightly more of them:

e RSAONAOGSR GKSYaSt@Sa a WNIAye RIFE& &l GSNBRQ 0O
¢ said that they were better off financially than 12 months previously (29 per cent cadpa

with 23 per cent)
¢ held a current account (81 per cent compared with 74 per cent)
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per cent compared with 12 per cent)

And fewer of them:

¢ said that they never savanything (23 per cent compared with 31 per cent

¢ had never had gaving accoun{28 per cent compared with 34 per cent)

e  ANBSR UGKIG WONBRAUGU A& YySOSNIF 3I22R GKAYy3IZ &:
per cent compared with 36 per cent)

They ncluded slightly more women than theferencegroup interviewed as a whole (71 per cent
compared with 66 per cent) and fewer of them were aged under 25 (10 per cent compared with 15
per cent) or over 55sgvenper cent compared with 12 per cent).

Group B People who would only be influenced by financial incentives

This was the largest of the three groupd0 per cent of the reference group in toabhnd they were
distinguished by the fact that they would only be influenced by the returns thayduceve on

their savingsThey would be strongly affected by the availability of matched savings (71 per cent

said that they would be encouraged to save a lot more and fewer dmeper cent said it would

make no difference at all)To some extent they wouldlso be influenced by interest rates (30 per

cent said that theyvould save a lot more and only gigr cent said it would make no difference)

Their saving behaviour would be particularly unaffected leyatailability of cheap loans (fiper

cent said hat they would save a lot more and 66 per cent that it would make no difference) or

advice on money management 25 per cent said that they would save a lot more and 58 per cent that
it would make no difference). They were also the group that was most cdedrtid saving.

Compared with the average they were more likisly

e toagreethatWL 'Y Y2NB 2F | &l @SNJ GKFIYy | aLISYRSND ¢
¢ to have asaving accoun{57 per cent compared with 46 per cent)
e to have investmentsf some ki, including premium bonds and windfall sha(é4 per
cent compared with 34 per cent)
¢ to have had stable incomes over the past year (52 per cent compared with 47 per cent)
e never or hardly ever to run out of money at the end of the week or month (46 per ce
compared with 33 per cent)
e (2 ale O(GKIFG WONBRAG Aa YyS@OSNIF 3FI22R GKAy3IAZ @&
per cent compared with 36 per cent)
¢ to have no credit facilities (44 per cent compared with 38 per cent)

They also tendedotbe sliglly older on average37 per cent of them were aged over 45 compared
with the average of 30 per cerBut in othersocicdemographiaespects they were remarkably
similar to the average.

Group CPeople most resistant to all forms of incentive

That left athird (34 per cent) of people in Group C, which was the most resistant to all forms of
incentive Of all the possible incentived)dy were most attracted to matched savingsit even so
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only 26 per cent of them said that they would save a lot more ange2&ent said it would make no
difference Even an increase in income would be relatively unlikely to increase their propensity to
save (just 19 per cent said they would save a lot more and 35 per cent said it would make no
difference at all). They weresa the group that was least engaged with saving.

Compared with the average, they included many more people:

¢ who said that they never save anything (42 per cent compared with 31 per cent)
¢ who had never had aaving account44 per cent compared with 34 peent)

e 9K2 USYRSR (2 RA&FANBS 6AGK UGUKS adalrdsSySydl

compared with 48 per cent)
¢ who either always ran short of money or did so more often than not (50 per cent compared
with 40 per cent)

And, they were mucleks likely:

e to have asaving accoun{36 per cent compared with 46 per cent)
¢ to have investments (22 per cent compared with 34 per cent)
¢ to have a current account (66 per cent compared with 74 per cent)

In their personal characteristics they were very mlikd thereference grougmas a whole.
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7 Conclusions: Encouraging formal saving

The existing evidence base provides a good understanding of patterns and levels of saving and the
factors that inhibit and incentivise saving formally amgegple withlowerincomes. Three key

points emergdrom this evidenceall of which need to be addressed if higher levels of saving are to
be achievedFirst, a significant proportion of people (at all income levels) put sdwimgn their list

of priorities. Secondmanypeople on low incomes save only informand, third, saving among
people on low incomes tends to be shdéerm, sporadic and for specific purposes omitythisfinal
chapter, we bring togetér the key findings in earliehapters to identify what neeslito be done to
promote higher levels of longgerm and formal saving among people on low incomes and highlight
actions that the Financial Inclusion Taskforce may wish to take forward.

7.1 Shifting priorities

Although lack of income is the most commonlyegiveason for people at all income levels for not
saving, it is not a sufficient explanation. There are bettifamilies who do not savat all, not even
informally (12 per cent), while there are lowdncome families who do (73 per cent; analysis @ th
BSSCEXxcept in the very poorest of households, it is often how priorities for any disposable income
are set rather than lack of inconper sethat determines the level of savingor example, parents

Y& Lz GKSANI OKAf R NBgh@idmingitiés $ehik rhohey gver&asimbieA NBE (0 T 2
often it is that people prefer to spend money rather to savé\ihen this spending is facilitated by
borrowing this further reduces the capacity to satad alhough many people on low incormsay

they woul save more if they had an increase in income, the reality is that a drop in income is much
more likely to make a saver stop saving (the effects beinglistgg) than a rise in income is to

make a norsaver start.

This raises the question of what candi@ne to encourage people to shift their prioritieRatterns

of saving seem to be set early in life so initiatives to encourage children to save have a particular
value Some providers offer special accounts for children and some third sector organssaiiok

with schools to provide saving clulBoth are initiatives that the Taskforce may wish to promote.

Experience with the Saving Gateway shows that adultsaverscanbe encouraged to save with
the right account and if the reward is high enouljforeover, once they had started to save many
Saving Gateway participants continued to do so at the end of the life of the account.

7.2 Formalising savings

Although people on lower incons@&lo save less often than those on higher incomes, the difference
is by nomeans as great as surveys would suggest because so many of them save informally. This
suggests there is a need to encourage the formalisation of saving as much apsadag
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Chapter5 has discussed the barriers to people using formal accounts and ileiA SR G KNBES WYS
0l NNX SNA Q eipvelcdime at&@ S Rnoivigdgedand understanding arel dktractiveness of

accounts At the same time, Chaptdérhas identified a number of financial incentives and other

interventions that encourage saving into account. Bringing these two pieces of analysis together

it is possible to identify actions that might be taken as well as those that are unlikely to have an

effect.

7.2.1 Overcoming access barriers

A number of studies have shown that trusted providerth a local presencean play a role in
overcoming both physical and psychological access probteatisough brand is rather less

important. At the same time, experience from the two Saving Gateway pilots shows the importance
of trusted intermediaries in helpingeople overcome psychological barriers.

The Taskforce may, therefore, wish to promote the availability of the Saving Gateway through the
Post Office and credit unions and also to encourage saving through third sector organisations
alongside loans from #hGrowth Fund.

Financial Inclusion Champions also clearly have an important role to play in encouraging
intermediary organisations to support people on low incomes who may wish to save in an account
but are fearful of approaching a bank or building soc@tgncounter difficulties with account

opening

7.2.2 Tackling lack of knowledge and understanding

The most effective way of tackling lack of knowledge and understandisavofg accoumtis to try
and remove the barriers rather than to educate people to dei#th inappropriate complexity. This
means the provision of easy to understand accounts, which has been shown to be the most
important factor for encouraging people on the very lowest incomes to open an account and of
greater importance than even the ratd eturn.

The simplicity of matched saving and bonus payments means they have a far greater effect than
interest rates or other financial incentives both faecountopening and for saving intan account

In contrast, tax relief and exemption are not wardtood and create complexity that deters many
people. This is of particular importance when they earn and save so little that they would stand to
benefit little, if anything at all.

People on low incomes also need clear information about accounts tkasily accessible and

trusted intermediaries have an important role to play as a source of information and attvice.
contrast, he evidence on financial education advice is more equivocal, with the two Saving Gateway
pilots showing that only a minority g@ieople find it helpful.

In promoting saving generally and through third sector organisations, the Taskforce should bear in
mind the need for simple accounts that are accompanied by-&asgad promotional material. The
Financial Inclusion Champions cdsoaencourage intermediary organisations to provide information
and help to people on low incomes who may want to opesa@ng account
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7.2.3 Creating attractive accounts

As we note in Chaptet, many people on low incomes save money informallyahee this htils
more attractionthan putting their money into a formal sagaccount The returns offered bgaving
accouns are generally insufficient to overcoregher the barriers discussed above or the
preference for informal savindgn general, the rate of retm is the most important incentive for
account opening and also for saving intoAihd the poorer people atg¢he greater the returns need
to be to make it worthwhile putting their savings into an accoditite Saving Gateway has
recognised this fact andilivbe offering 50 pence matching for every pound that is saRddwer
match rate is likely to be insufficient to convince reavers to start saving.

It is clear that people save in different ways for different purposes and like the idea of a pot of
money that is earmarked for a particular purpogenong those on low inconsehowever, formal
saving accoustare thought to be primarily for rainy day savigey often save up informally for
known expenditure or expenses; indeed this is the reason whgt@tas savings schemes, such as
the one offered by Farepak that went into administration, have been so attra@wee building
societies and credit unions have now recognised this need and are offering Chrsstvireg
accouns.

Some people also choose $ave informally because they like to be able to see their savings mount
up; indeed this is a powerful motivator especially for those who are new to savsaying account
that caters for people on low incomes does, therefore, need to havasalpolor something

similar for it to have the same attractiomhis is even more important for children who before the
age of around eleven cannot cope with abstracts and require a physical record of their savings

Finally there is a general preference among pd®on low incomes for accounts that incentivise
people not to make withdrawals but allow easy access in an emergeitioyut too greata penalty.
The exception is accounts where the money is being saved for a particular purposegsuch a
Christmassavingaccoun) where they may prefer not to be able to access the money at all, until a
pre-determined date

It will be clear from the above that the Saving Gateway mewist ofthe needs, which is
undoubtedlywhy it was so successful in encouraging savifpth pilots But both pilots showed

that some people did not want to spend the money they had saved but were uhsweéo retain it

in savings at the end of the Saving Gatewlde Taskforce may wish to promote the development of
successor accounts whigluhile they may not have such generous retydmave other key attributes

of the Swving Gateway and well as the features identified abdweounts similar to ISA®uld

potentially fulfil this purposebut given the typically low level of awareness amdierstanding of

these accounts evidence above consideration should be given to how these accounts are presented
and promoted"®

The rdes that different types of successor accounts play in helping encourage people to retain money saved in the
scheme would ideally be evaluated, as would the establishment of an appropriate successor account in encouraging
participation in the Saving Gatewin the first instance.
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7.3 Encouraging longer-term and regular saving

Whether people save formally or informally, the most common pattern is saving talspdtey
challenge is, therefore, to find ways of encouraging people to extend their saving horizons and to
begin saving for nospecific reasonésuch as rainy dayaving)

The research tells us that the patterns of saving set in childhood are end8singiny day savers
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when they are unable to sawbrough lack of moneyThis is a further reason for encouraging saving
at a very young agghrough, for exanple, inancial education initiativethat help students learn the
importance of saving and othenoneymanagement issueg he Schodbased Bank Savings
Programs in the U&which often offer schoebased saving accounts in addition to the classroom
basededucationc provideone potential model for helping to encourage tfis.

Among adults, the factors that encourage regular and losigen saving includestablishing a

routine for making deposits so that the money saved is hot miaseldrealisticand persnalised

saving targetsTo help overcome inertia, some will benefit from being able to make these deposits
in a semiautomaticor routineway, for example by being able to deposit money whilst doing the
routine shop or at the point of collection of eargjs or benefitsMoreover, aving in itself ia self
reinforcing habit so once people have started the habit of saving they are more likely to continue.

Once again, incentives to retain the money in the accawsch as matching the maximum amount
in the account or awarding a bonus at the end of a regular period of sg\engouragepeople not
to withdraw the money they have saved.

7.4 Considerations for future research

In undertaking this review, we have drawn on a large body of existing research litefaim the

UK which has been supplemented with secondary analysis of key data sources. Together, these
sources provide alearpicture of thedifferent waysin whichpeople on lowincomes save, levels of
saving amonghis group the factors that constraisavingandthe attractions of saving informallit.
hasalsobeen possible to casider, in detailthe interaction between many different barriers to
saving formally and theelative influence of a range of incentives to promote saving in this group.
Although heremay besome specifitssues thaturther research might explorefnsideredoriefly
below),there appear to be no major gaps in the research literature that need to be addressed
before policythinking can progress in this area.

Whilst it has ben possible to consider the differential impact of incentives to save on different types
of savers (such as rainy day savers compared with instrumental savers), theradisence of

evidence on the relative importance of the barriers to saving anpeape with different overall
dispositions towards saving generalyurther research in this area might therefore be warranted.

Previousstudieshave pointed towards a concern about risk in relation to savings among people with
low incomegqas noted in seabin 5.1.6). This is curious, since saving accounts do not carry an

D/ 2YLIGNREE SN 2F (GKS / dNNByOe ! R Y-BaddBankSadrgNBrogramsBinging2 y I
CAYylyOALl f 9 R dzGOomniugity Defrefopnieritirigi§hysiAprid 20 Department of the Treasury.
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investment risk. As such, it is unclear from the findinghes$e studiesvhatis meant by risk in this
context Further research might explor@ualitatively) what people especially those on low
incomesg interpret asbeingriskwhen thinking abounon-retirement saving.

As noted, he literature relating to the evidence of barriers to saving among minoritgietroups is
relatively datedandthe evidence relating to incentives to €ais lacking among these group&w
research among these groupsay be warrantedthough we are aware of no evidenathier
empirical or anecdotal) to suggest that the earlier research requires updating otthdndentives
to save are substantially different for minority ethnic groupke reader may be interested to note
that the Queen Mary and Westfield College (University of London) are currently undertaking
gualitative research on financial exclusion amamigrant workers (supported by the Friends
Provident Foundation).

Finally saving is generally researchatithe level of the householdnainlybecause resources tend

to be pooled(to a greater or lesser extendt this level. As a resulthe available eddencealsobrings
little to bear on any differential impact of barriers or incentives to save between men and women
However previous researchasfound some variation in levels of saviby gender(see section

3.1.4) and the rainy day savers in one study were predominantly women (see s2ctidn Rurther
enquirythat is able tounpack these findings may prove insightiMe rote that the University of
Birminghamare currently exploring (qualitatively) the distribution and use of assets (and debt)
within couples, again in a project funded by Friends Provident Foundatioich may bring some
bearing on this

Nonethelessthe breadth and depth of existing researshiggests thathe need foranyfurther
researchshould beconsidered only oncepecificpolicy questiondor future developmentin this
areahave beemgreed
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Appendix 1: Methodological approach

The study approach comprised two linked elements: a itedaeview of the literature, including a
meta-analysis of the barriers to saving by lovwecome households; and new analysis of two
existing sources of data (secondary data analysis).

Literature review and meta-analysis

Toreduce the biases associatedthwtraditional, narrative literature reviews, we adopted a rigorous
approach to the searching, screening and recording of literafline. search involved searches of
both published and grey literature usinghamber of electronic bibliographic databasesb-based
publications lists from a range of organisations and organisation types and web search gngines
including research in progress

We were primarily interested in papersporting studies ohon-retirement savingamong low
incomehouseholdor individuals undertakern the UKsince 1998Within these parameters we
looked specifically for studies examining levels of sawtigudes towards saving and €éfent

types of saving vehicleawareness and understanding of different typesa¥ing produts and
access to these; and factors which help or hinder saving. We also searched for papers reporting
empirical studies of programmes or products designed to encourage the uptake of formal, baning
in practice found very few of these.

In our search oéxisting literature, we set out to include both academic and-aoademic research
(for example, research sponsored by Government, the financial services industry and third sector
bodies) including both published and grey literature (such as theses andleheesearch) and
research in progress. The search strategy therefore involved searches of a number of electronic
bibliographic databases, welased publications lists from a range of organisations and organisation
types and web search engingdthough we adopted a systematic and rigorous approach to
searching and screening, it was not intended to provide an exhaustireplicablesearch of the
literature. For example, we have not searched all possible bibliographic databases, and have not
screened thebibliographic lists of the literature we have identifiedlhe sources searched are set

out below, along with brief information about the search terms used or the sections searched by
hand All searching was undertaken between 21/11/2008 and 07/01/2008udgh a small number

of newer papers were subsequently received directly by the authors.
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Figurel Literature sources and overview of search terms

Sources

Search terms usear pagessearched

Academic bibliographic online databasé¢searched electronically)

Applied Social Sciences Index and
Abstracts (ASSIA via CSAweb)

O2YoAylLGA2ya 2F WAl GAYy
WFAYlFYyOAlLf SEOfdaAAZ2Y QS
Wi2g AyO02YSQs OBLAIANAS) >
bSKI @A 2 dzZNI

PsychINFO (via OVID web)

O2YoAylGA2Yy a4
WT Ay IEyO® AdEatA 28/ QS Wt 246 Ay

2F Wal @Ay

EconLit (via OVID web)

O2Yo0AYylrUuA2ya 2F Wal GAy

British Library Integrated Catalogue

combinationsotla I GAY IQT FAYI Y

WR I yOALt AyOt dzaA2y Qs

Web searches

Google Scholar

O2YO0AYylLiUA2ya 2F WTAYLY
AyOft dzaA2y Qs WwWal gay3aQs
WAYOSYGA@SaQsr W aGdAddR

Google

O2YO0 Ayl (A 20KQ 2 TY FNSGFaYSO A

WFAYI yOALE AyOfd@aAizyQs

Government and industry research databases of published research and research in progr

Electronic term searches:

HM Treasury

Wal Ay NBasShk NDKQ

DWP

Wal gAYy InWwSya St NEK aw S L2 N

British Bankers Association WNBASHNOKQYX Wal gAy3aqQ
Association of British Insurers WNBaSINOKQ: Wal gAy3aqQ
Building Societies Association WNBEaSINOKQY Wal gAy3aq
National Savings and Investments WNB &SI NOKQ
Financial Smices Consumer Panel WNBEaSINOKQ

Electronic hand searches:

HMRC

Research publications

Financial Services Authority

Consumer Research publications

Research organisation publication lists and lists of current reseakdctronic web searches:

ESRC S8iety Today Social Sciences WAl GAY3IQTX WFAYIYOALET S

Repository

Institute for Public Policy Research WNBEASHNOKQ {Se@g2NR asSt
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As had been anticipated given the social policy focus of the research questions, ttheay@gy of
potentially relevant returngame from the grey or senrgjrey sources (typically academic research
published by Government departments), rather than from academic bibliographic databases.

Screening was undertaketeratively, first identifyinga shortlist of potentially relevant articles using
the lists of titles or abstracts returned in the initial search retand undertakngfurther screenings
as more detail about the references was obtainkdexcess 0f50 papers werebtained in total,
although with further screening thi®duced to91 studiesreporting potentially relevant empirical
evidence.

Using a standardised template developed for the project (shown in Figure 2)-tcefe reports

were summarised and appraised for relevanced &r methodological robustness. Relevance was
determined by the extent to which the report findings related to the savings topics listed and also
gave specific focus to lowémcome groups. Methodological robustness was determined by the
appropriateness bthe study method for answering the research questions posed and the rigour and
reliability of the research and sampling methodologies.

From this process, we identified 15 papers of particular value to the review, all but one of which (a

literature review)* were primary studies reporting: qualitative evidence (six pap@rgyantitative

evidence (fourf? and mixed methods (qualitative and quantitative evidence; fujreater weight

KIa 0SSy 3IA@Sy (2 (GKSaS wO2NBQrwiletsiMdigtheK Sy 02y &
barriers to saving among lowdmcome groups and how these may be overcome presented in this

report. However, the findings from the remaining studies have been used to supplement and

corroborate the findings from the core studies.

After undertaking the full review of the research literature, we also undertook a qualitative-meta
analysis of the core literature reporting the barriers to saving formally among {mgeme groups.
This enabled us to look across the demand and sugigly bariers to understand the relative
importance of these and the interaction between them, a key gap in the evidence identified at the
early stages of the initial review.

Z Kempson et al. (2000).

2 Collard et al. (2003), Collard et al. (2001), Kempson (3998anion Leader Research (2007), Whyley and Kempson
(2000b), Whyley et al. (2000).

ZBMRB Social Research (2006), DWP (2008), McKay and Kempson (2003), Whyley and(Zeagz

2 Harvey et al. (2007), Kempson (1998b), Kempson et al. (2005), Rowlingson et al. (1999)
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Figure2 template for literature data extraction: fields captred

Field Subfield

Reference Author and date
Sponsor/funding body

Findings Levels of saving

Patterns of saving

Supply barriers of saving generally

Supply barriers of regulated formal saving

Demand barriers of saving generally

Demand barries of regulated formal saving

Relationship between supply and demand

Incentives/triggers for saving generally

Incentives/triggers for formal regulated saving

Attractions of unregulated formal saving

Attractions of informal saving

Research gaps

Author recommendations for further research or gaps noted

Coverage

Unit of analysis

Geographical coverage

Population focus by income

Coverage of specific subgroups (e.g. ethnic minorities, womer
lone parents etc)

Methodology

Research type

If anintervention study, give the name of the intervention(s)

Study design (if not literature review)

Study method (if not literature review)

Sampling (methodology, size and response rate where applica
(if not lit review)

Year of study (if not litaview)

If secondary analysis, give survey name and year

Study method (if literature review)

Reviewer comments on methodology (comment on any biaseg
likely reliability and robustness)

Aims

Research aims or questions

Reviewer assessment

Limitationsof the study

Any additional comments on relevance and quality

Relevance rating (high/medium/low)

Methodological robustness ratg (high/medium/low)
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Secondary analysis

We have undertakesecondaryanalysis ofwo sources of datathe 2004 BaselinSurvey of Saving
for and by Childre; andthe first pilot of the SavinGateway

Baseline Survey of Saving for and by Children (BSSC)

Carried out at the inception of the Child Trust Fim@004 the Baseline Survey of Saving for and by
Children (BSSC) orporated a national survey of 4,314 parents of children aged up to 18 for whom
Child Benefit was payable.

For the purposes of the current repowie have categorised families tyeir levels of relative
income. This uses a measure of equivalised incdenwed from total householéthcome before
housing costsequivalised using the OECD equivalence scale to take into account the number of
adults and the number and ages (under 14 and 14 or over) of children.

We have divided the samplii@to two broad incomed NB dzLJA Y AGYYO 20 2 gTSINIA £ A Saé |y
remainingcbetter-off ¥ | Y A & R 8 @nSotthd families were classeds those withequivalised

incomes of below 70 per cent median income. Based on the 2005/06 Households Below Average

Income statistics, 70 pa&ent median income is equal in monetary terms to £20,161 per year (£1,680

per month) for a tweparent family with one child under 14 and one child aged 14 or over and

£15,812 (£1,318 per month) for a oparent family with one child under 14 and one clalged 14

orover. Thedbetter-off F I YAf AS&d¢ KIF @S AyO02YSa 2F tvn LISNI OSyi

We havefurther subdivided thdower-income familiesnto three categoriestamilies withd @ S NEB

f26¢e> aft26é | yRcomese REAB (84 8 K & Oielelelasbed @sghosky O2 Y S &
incomes below 50 per cent median inconegual£14,400per yearfor a two-parent family and

£11,294 for a ongoarent family with one child under 14 and one child oveirl2005/06 Families

GSNBE RSTAYSR | & Kleghayl@lowieD gescertt yiiaBoveHa ger ckrif medish

income. In 2005/06, 60 per cent median was equal to an annual income of £17,280 foparisvd

family and £13,553 for a oRgarent family with one child under 14 and one child over 14. Families

GAOMKR RSNI 0Stfe 2 AyO2YSa ¢gSNB (K2aS gAGK Ayo2Y
cent median income

¢CKS alYLX S AyOf dzRSA yWRdSn FUIYNIIE BB mA ¥ NS KR FYNIG O S NE
AyO2YiSapE YSNE 2y iR an nhy 2SWESAI 8y e afY2ZRSAYy O2YSaé
The main report from thdSS@as published by HMRC (Kempsaral.,2006)

The Saving Gateway (first pilot)

The first Saving Gateway pilot was undertaken in 26@bple were eligible to participate in the first
Saving Gateway if &ier they were of working age, in work and entitled to Working Tax Credit or
were not in paid work and were receiving a qualifying mei@ssed benefit. The project included a
comparison (or reference) group of people who also met these criteria but whe ma@rinvited to
take part in the Saving Gateway project.
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The evaluation incorporated dépinterviews into its design. Thirfyarticipants of the scheme were
interviewed in depth at three sites (Bethnal Green, Cambridge, Hull) shortly after opening their
accounts and a similar number were interviewed again at the same sites shortly after their accounts
had matured.

These qualitative interviews were used in the main report form the study (Kempson et al., 2005)
primarily to help illustrate and interpret soeof the findings from the quantitative elements of the
evaluation. HoweveinterviewsSE YAY SR LI NI AOA LI yGaQ al gay3a oSKI
experiences of and feelings about their engagement with the Saving Gateway in considerable depth
and beadth. In particular, participants were asked, unprompted, about the factors that had
encouraged them to save (whether specific to the Saving Gateway and more broadly), and were
prompted to consider the relevance of a range of potential saving incentiees to them.

For the purposes of this study, therefore, we undertook targetedmalysis of the data from these
interviews, using thematic grids, to gain a more detailed understanding of how participants of the
scheme were incentivised to open and sawe ithe account and beyond its term.

We also undertook quantitative analysis of the survey of Saving Gateway participariteeand
reference(or control)group at the time of accourbpening. Participants and reference group
respondents were asked a simikarbset of questions about the factors that would incentivise them

to save in an account. Our analysis has focused primarily on the results of the 445 people making up
the reference groupsincethese are a more representative sample of people on lowerrimes

(unlike the participants, thewere not a seklselecting sample).

The main findings from thiirst Saving Gateway pilot can be founckiempson et al2005).
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Appendix 2: Additional tables

Table Al Lack of formal savig, by sociedemographic characteristics

CellPercentages
Does not have a saving Does not have any formal

Characteristiand unweighted base account savings
Equivalised household income relative to median

Below 50% median 1,271 49 83
50% median buless than 60% 269 48 77
60% median but less than 70% 400 39 80
Household income before housing costs

Less than £249 134 36 82
£250 to £499 216 47 86
£500 to £749 422 53 87
£750 to £999 362 54 82
£1,000 to £1,249 280 47 76
£1,250 to £1,499 261 42 78
£1,500 or more 265 39 81
Housing tenure

Being bought mortgage 683 30 76
Owned outright 117 25 77
Rented from Local Authority 634 61 87
Rented from Housing Association 261 62 87
Rented from Private Landlord 192 54 78
Number of earners

Two 300 19 72
One 799 41 80
None 831 62 86
Number of parents

One parent family 887 58 86
Two parent family 1,053 38 78
Number of children

One 428 48 85
Two 767 44 80
Three 445 47 81
Four or more 300 54 82
Country of the UK

England 1,34 46 79
Wales 127 56 96
Scotland 357 46 89
Northern Ireland 112 44 98
Age (of responding parent)

16to 24 206 61 16
2510 34 621 54 15
35to 44 849 41 21
45 or older 262 42 18

Table continues on next page
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Ethnic background (of resmding parent)

White British 1,599 46
White ¢ other 95 (50)
Asian or Asian British 139 58
Black or Black British 60 (46)
Other 44 ((47))
Amount owed in unsecured borrowing

None 718 45
Up to £499 367 52
£500 to £1499 275 57
£1,500 to £2,999 135 42
£3,000 to £6,999 140 36
£7,000 or more 167 46
Burden of credit commitments

A heavy burden 264 57
Somewhat a burden 419 50
Not at all a burden 495 42
Financial situation now compared withZLmonths ago

Better off 365 45
Worse off 588 48
About the same 987 a7
Experienced a fall in income in the past three years

No 962 49
Yes 937 44
Frequency of having money left over at the end of the week or month
Always 196 25
More often than not/most weeks/months 237 34
Sometimes 435 42
Hardly ever 577 52
Never 495 59
Agreement that "When | was growing up | was encouraged to save" (responding
parent)

Strongly agree 576 42
Tend to agree 526 44
Neither agree nor disagree 144 46
Tend to disagree 331 51
Strongly disagree 353 56
Agreement that "l am a saver, not a spender” (responding parent)
Strongly agree 160 25
Tend to agree 349 37
Neither agree nor disagree 617 44
Tend to dsagree 418 52
Strongly disagree 389 63

81
(92)
82
(77)
((82)

83
83
82
75
71
82

85
80
79

83
81
82

84
79

68
79
78
83
89

83
82
76
80
83

73
76
81
84
89

Agreement that "l don't know enough about savings and investment products to choose ones that are suitable fol

circumstances” (responding parent)

Strongly agree 500 57 84
Tend to agree 595 49 81
Neitheragree nor disagree 295 43 81
Tend to disagree 316 38 78
Strongly disagree 201 34 84
All 1,940 47 82

() Figures shown in parentheses should therefore be treated with caution due to a small base (double parenthese

indicate a very small base) .

Sourcenew analysis, Baseline Survey of Saving for and by Children
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Table A2 Logistic regressions predicting not havingaving accounand having no formal savings

Model 1:Predicting not Model 2: Predictig having
having a savingccount no formal savings
Significance Odds ratio Significance Odds ratio
(p-value) (ExpB) (p-value) (ExpB)
Equivalised income relative to median
Below 50% median (Comparison) 0.215 0.852
50% median but less than 60% 0.088 13 0.683 0.9
60% median but less than 70% 0.850 1.0 0.820 1.0
Housing tenure
Being bought mortgage (Comparison) 0.000 i 0.053
Owned outright 0.218 0.7 0.438 0.8
Rented from Local Authority 0.000 1.9 ** 0.030 15
Rented from Housing Asdation 0.001 1.9 ** 0.112 15
Rented from Private Landlord 0.029 15 * 0.683 0.9
One or two parent family by number of earners
One parent family, no earners (Comparison) 0.000 ** 0.121
Two parent family, no earners 0.109 0.7 0.019 0.6
Ore parent family, one earner 0.002 0.6 * 0.192 0.7
Two parent family, one earner 0.001 0.6 ** 0.109 0.7
Two parent family, two earners 0.000 0.2 *x 0.014 0.5
Number of children
One (Comparison) 0.432 0.496
Two 0.691 1.1 0.263 0.8
Three 0.813 1.0 0.168 0.7
Four or more 0.141 13 0.698 0.9
Country of the UK
England (Comparison) 0.205 0.000 **
Wales 0.045 1.6 0.000 7.3 o
Scotland 0.825 1.0 0.004 2.3 o
Northern Ireland 0.542 0.8 0.002 16.8 **
Age (of responding panat)
16 to 24 0.552 0.509
25t0 34 0.991 1.0 0.248 14
35t0 44 0.385 0.8 0.788 11
45 or older 0.928 1.0 0.544 1.2
Ethnic background (of responding parent)
White British (Comparison) 0.002 *x 0.297
White - other 0.327 1.3 0.084 2.2
Asian or Asian British 0.000 2.2 *x 0.450 1.2
Black or Black British 0.196 0.7 0.173 0.6
Other 0.529 0.8 0.739 1.1
Amount owed in unsecured borrowing
None (Comparison) 0.304 0.000 **
Up to £499 0.806 1.0 0.695 11
£500 to 1,499 0.359 1.2 0.445 0.8
£1,500 to £2,999 0.707 0.9 0.438 0.8
£3,000 to £6,999 0.133 0.7 0.067 0.6
£7,000 or more 0.131 1.3 0.017 0.5 *
Experienced a fall in income in the past three years
No (Comparison) 0.368 0.307
Yes 0.159 0.9 0.146 0.8

Table continues on next page
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Frequency of having money left over at the end of the week or month

Always (Comparison) 0.000 * 0.000 *x
More often than not or most weeks/months 0.290 1.3 0.046 1.7 *
Sometimes 0.075 1.5 0.040 1.6 *
Hardly ever 0.001 2.0 ** 0.001 2.1 *x
Never 0.000 25 o 0.000 35 *
Agreement that "When | was growing up | was encouraged to sdve"

Strongly agree (Comparison) 0.851 0.053

Tend to agree 0.744 1.0 0.596 0.9
Neither agree nor disage 0.295 0.8 0.009 0.5

Tend to disagree 0.755 11 0.055 0.7
Strongly disagree 0.888 1.0 0.053 0.7
Agreement that "l am a saver, not a spendér"

Strongly agree (Comparison) 0.000 ** 0.004 *k
Tend to agree 0.006 2.0 o 0.174 1.4
Neitheragree nor disagree 0.001 2.2 ** 0.036 1.7 *
Tend to disagree 0.000 3.0 ** 0.004 2.2 *k
Strongly disagree 0.000 3.6 o 0.000 3.0 *

Agreement that "l don't know enough about savings and investment products to choose ones that are suitable
my circumsances'

Strongly agree (Comparison) 0.004 ** 0.787

Tend to agree 0.907 1.0 0.574 1.1
Neither agree nor disagree 0.038 0.7 * 0.969 1.0
Tend to disagree 0.023 0.7 * 0.833 1.0
Strongly disagree 0.004 0.6 ** 0.328 1.3
Constant 0.015 0.253 0.505 1.620
Nagelkerke R 0.258 0.188

* indicates significance (p<0.05); ** indicates high level of significance (p<0.01)

Gender was also included in the model to act as a control but is not reported since the outcome measure relat
househdd level. Note also that age, ethnic background and the attitudinal variables (including frequency of hav
money left over at the end of the week/month) are not necessarily representative of the partner (where applica
and should therefore be interpted with caution.

1. Due to the natural relationship between the two variables, the number of parents and the number of earners
not both be included as individual variables in any one model. However, when included separately in additiona
the models, we found that, individually, both variables were highly signfificant in model 1. For model 2, only the
number of parents variable reached significance.

2. When the attitudinal measures are excluded (including "Frequency of having money leftlouer K 2 dza A y
one or two parent families by the number of earners additionally reached significance in model 2; there were n
changes to model 1.

Source: new analysis, Baseline Survey of Saving for and by Children



Table A3 Percentage of households savingtavely by sociedemographic characteristics

Cell Percentages

Characteristiand unweighted base Saving formally Saving informally
Equivalised relative household income

Below 50% median 1,271 34 62
50% mediarbut less than 60% 269 35 63
60% median but less than 70% 400 46 63
Household income before housing costs

Less than £249 134 43 48
£250 to £499 216 36 53
£500 to £749 422 28 66
£750 to £999 362 32 68
£1,000 to £1,249 280 36 60
£1,250 to £1,499 261 43 65
£1,500 or more 265 46 63
Housing tenure

Being bought mortgage 683 51 58
Owned outright 117 55 53
Rented from Local Authority 634 25 69
Rented from Housing Association 261 23 61
Rented from Private Landlord 192 31 66
Number of earners

Two 300 65 67
One 799 41 58
None 831 22 65
Number of parents

One parent family 887 26 64
Two parent family 1,053 46 61
Number of children

One 428 34 62
Two 767 40 63
Three 445 35 63
Four or more 300 32 62
Country of the UK

England 1,344 36 60
Wales 127 29 80
Scotland 357 41 71
Northern Ireland 112 38 63
Age (of responding parent)

16 to 24 206 23 71
2510 34 621 31 69
3510 44 849 41 60
45 or older 262 41 52
Ethnic background (of responding parent)

White British 1,599 37 66
White - other 95 (39) (59)
Asian or Asian British 139 28 44
Black or Black British 60 (37) (28)
Other 44 27y ((46))
Amount owed in unsecured borrowing

None 718 38 54
Up to £499 367 31 69
£500 to £1,499 275 30 71
£1,500 to £2,999 135 39 68
£3,000 to £6,999 140 46 73
£7,000 or more 167 40 66

Table continues on next page
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Burden of credit commitments

A heavy burden 264 26 65
Somewhat a burden 419 35 68
Not at all a burden 495 41 71
Financial situation now empared with 12 months ago

Better off 365 40 70
Worse off 588 35 60
About the same 987 36 61
Experienced a fall in income in the past three years

No 962 35 59
Yes 937 39 66
Frequency of having money left over at the end of the week or month

Aways 196 61 66
More often than not/most weeks/months 237 48 65
Sometimes 435 43 70
Hardly ever 577 31 63
Never 495 24 54
Agreement that "When | was growing up | was encouraged to save" (responding

parent)

Strongly agree 576 43 67
Tend to agree 526 40 58
Neither agree nor disagree 144 31 59
Tend to disagree 331 33 64
Strongly disagree 353 27 61
Agreement that "l am a saver, not a spender" (responding parent)

Strongly agree 160 57 67
Tend to agree 349 48 62
Neither agree nor disagree 617 39 60
Tend to disagree 418 31 63
Strongly disagree 389 21 64

Agreement that "I don't know enough about savings and investment products to choose ones that are suitable
my circumstances” (responding parent)

Strongly agree 500 30 63
Tend to agree 595 33 69
Neither agree nor disagree 295 40 58
Tend to disagree 316 45 59
Strongly disagree 201 45 56
All 1,940 37 62

() Figures shown in parentheses should therefore be treated with caution due to a small base (double parenth:
indicate a very small ls&) .

Source: new analysis, Baseline Survey of Saving for and by Children



Table A4 Percentage of households not saving at all and saving informally only, by socio
demographic characteristics

Cell Percentages

Characteristi@and unweighted base Not saving in any way Saving informally only
Equivalised relative household income

Below 50% median 1,271 27 39
50% median but less than 60% 269 25 40
60% median but less than 70% 400 20 33
Household income before housing costs

Less than £249 134 29 27
£250 to £499 216 33 31
£500 to £749 422 26 46
£750 to £999 362 25 44
£1,000 to £1,249 280 26 38
£1,250 to £1,499 261 22 36
£1,500 or more 265 21 33
Housing tenure 31 28
Being bought mortgage 683 24 25
Owned outright 117 22 22
Rented from Local Authority 634 24 51
Rented from Housing Association 261 34 44
Rented from Private Landlord 192 23 46
Number of earners

Two 300 11 23
One 799 26 33
None 831 29 48
Number of parents

One parent family 887 29 46
Twoparent family 1,053 22 32
Number of children

One 428 26 40
Two 767 22 37
Three 445 26 39
Four or more 300 30 38
Country of the UK

England 1,344 27 37
Wales 127 14 56
Scotland 357 17 43
Northern Ireland 112 25 36
Age (of responding parent)

16 to 24 206 25 38
25t0 34 621 26 51
35t0 44 849 23 46
45 or older 262 25 34
Ethnic background (of responding parent)

White British 1,599 22 40
White - other 95 (20) (40)
Asian or Asian British 139 42 30
Black or Blck British 60 (50) (13)
Other 44 ((42)) ((32))
Amount owed in unsecured borrowing

None 718 30 32
Up to £499 367 24 45
£500 to £1,499 275 21 49
£1,500 to £2,999 135 24 37
£3,000 to £6,999 140 15 39
£7,000 or more 167 20 40

Table continues o next page
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Burden of credit commitments

A heavy burden 264 29 45
Somewhat a burden 419 20 45
Not at all a burden 495 19 39
Financial situation now compared with 12 months ago

Better off 365 20 40
Worse off 588 27 37
About the same 987 26 38
Experienced a fall in income in the past three years

No 962 28 37
Yes 937 22 40
Frequency of having money left over at the end of the week or month

Always 196 14 25
More often than not/most weeks/months 237 19 32
Sometimes 435 18 39
Hardly ever 577 26 44
Never 495 37 39
Agreement that "When | was growing up | was encouraged to save" (responding parent)

Strongly agree 576 17 40
Tend to agree 526 27 33
Neither agree nor disagree 144 30 38
Tend to disagree 331 26 41
Strongly disagree 353 32 41
Agreement that "l am a saver, not a spender” (responding parent)

Strongly agree 160 13 30
Tend to agree 349 21 31
Neither agree nor disagree 617 27 34
Tend to disagree 418 26 43
Strongly disagree 389 30 49

Agreement that "I don't know enouglabout savings and investment products to choose ones that are suitable for m
circumstances" (responding parent)

Strongly agree 500 27 44
Tend to agree 595 22 45
Neither agree nor disagree 295 28 32
Tend to disagree 316 26 29
Strongly disagree 201 25 30
All 1,940 25 38

() Figures shown in parentheses should therefore be treated with caution due to a small base (double paeimteate
a very small base)

Source: new analysis, Baseline Survey of Saving for and by Children
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Table A5 Logistic regressions predicting not saving at all and only saving informally

Model 3: Predicting not Model 4: Predicting saving
saving in any way (formally « informally only
informally)
Significance  Odds ratio Significance  Odds ratio
(p-value) (ExpB) (p-value) (ExpB)
Equivalisedrelative householdncome
Below 50% median (Comparison) 0.458 0.339
50% median but less than 60% 0.759 0.9 0.163 1.2
60% median but less than 70% 0.213 0.8 0.984 1.0
Housing tenure
Being bought mortgage (Comparison) 0.016 * 0.000 **
Owned outright 0.264 0.7 0.999 1.0
Rented from Local Authority 0.001 0.6 o 0.000 2.3 *
Rented from Housing Association 0.283 0.8 0.003 1.7 *
Rented from Private Landlord 0.025 0.6 * 0.003 1.8 *
One or two parent family by number of earners
One parent family, no earners (Comparison) 0.000 o 0.017 *
Two parent family, no earners 0.067 0.7 0.715 0.9
One parent family, one earner 0.494 0.9 0.074 0.7
Two parent family, oa earner 0.078 0.7 0.062 0.7
Two parent family, two earners 0.000 0.3 o 0.001 0.5 *
Number of children
One (Comparison) 0.270 0.522
Two 0.546 0.9 0.581 11
Three 0.725 1.1 0.487 11
Four or more 0.254 13 0.543 0.9
Country of theUK
England (Comparison) 0.072 0.006 **
Wales 0.026 0.5 0.001 2.2 o
Scotland 0.124 0.7 0.442 12
Northern Ireland 0.895 1.0 0.613 0.9
Age (of responding parent)
16 to 24 (comparison) 0.204 0.090
2510 34 0.696 0.9 0.885 1.0
35t0 44 0.632 1.1 0.237 0.8
45 or older 0.177 15 0.117 0.7
Ethnic background (of responding parent)
White British (Comparison) 0.000 o 0.000 *x
White - other 0.661 0.9 0.975 1.0
Asian or Asian British 0.000 2.8 ** 0.176 0.7
Blackor Black British 0.000 3.2 * 0.000 0.2 *x
Other 0.004 2.6 ok 0.085 0.6
Amount owed in unsecured borrowing
None (Comparison) 0.000 o 0.019 *
Up to £499 0.041 0.7 * 0.024 14 *
£500 to £1,499 0.000 0.5 ok 0.003 1.6 b
£1,500 to £2,999 0.296 0.8 0.438 1.2
£3,000 to £6,999 0.000 0.4 o 0.100 14
£7,000 or more 0.006 0.5 ok 0.003 1.8 b

Table continues on next page

72



Experienced a fall in income in the past three years

No (Comparison) 0.092 0.232

Yes 0.030 0.8 0.141 12
Frequency of having money left over at the end of the week or mahnth

Always (Comparison) 0.000 ** 0.043 *
More often than not or most weeks/months 0.581 1.2 0.215 1.4
Sometimes 0925 1.0 0.037 16*
Hardly ever 0.087 1.5 0.003 1.9*
Newer 0.000 2.6 ** 0.122 1.4
Agreement that "When | was growing up | was encouraged to sdve"

Strongly agree (Comparison) 0.007 ** 0.020 *
Tend to agree 0.001 1.8 * 0.000 0.6*
Neither agree nor disagree 0.005 1.9 * 0.092 0.7
Tend to disagree 0.033 15 * 0.151 0.8
Strongly disagree 0.004 1.7 ** 0.037 0.7 *
Agreement that "I am a saver, not a spendér"

Strongly agree (Comparison) 0.003 ** 0.132

Tend to agree 0.020 2.1 * 0.887 1.0
Neither agree nor disagree 0.001 2.6 ** 0.925 1.0
Tend to disagree 0.001 2.7 * 0.153 1.4
Strongly disagree 0.000 3.3 * 0.188 1.4

Agreement that "l don't know enough about savings and investment products to choose ones that are suitable fol
circumstances®

Strongly agree (Comparison) 0.590 0.000 *k
Tend to agree 0.497 0.9 0.078 1.3
Neither agree nor disagree 0.316 1.2 0.030 0.7 *
Tend to disagree 0.597 11 0.038 0.7 *
Strongly disagree 0.486 1.2 0.060 0.7
Constant 0.000 0.1 0.254 0.5
Nagelkerke R 0.193 0.192

Notes:

* indicates significance (p<0.05); ** indicates high level of significance (p<0.01)

Gender was also included in the model to act as a control but is not reported since the outcome measure relates
household level. Note also that age, ethnic bgrckund and the attitudinal variables (including frequency of having m
left over at the end of the week/month) are not necessarily representative of the partner (where applicable) and s
therefore be interpreted with caution.

1. Due to the naturalelationship between the two variables, the number of parents and the number of earners cot
both be included as individual variables in any one regression model. However, when included separately in addi
runs of the models, we found that, indilually, both variables were highly significant in model 3, while in model 4 or
the number of earners was significant.

HO 2KSYy GKS GGAGdzZRAY It YSI adzNBa | NE& SEOf dzR S Becomasy O
significantin model3 (Wales and Scotland associated with significantly lower odds compared with England); age t
highly significant in model 4 (the odds decreasing with increasing age).

Source: new analysis, Baseline Survey of Saving for and by Children
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