Conference 2019
Break out 1a
Cabinet Office: Tackling Problem Debt
Facilitator - Kevin Shaw (Money & Pensions Service)
Speakers - Steven Coppard (Cabinet Office), Ivan O’Brien and Rich Sullivan-Jones (National
Audit Office)

www.malg.org.uk/conference

Tackling problem debt
Rich Sullivan-Jones and Ivan O’Brien
National Audit Office

24 October 2019

Structure
1. The NAO
2. Report overview
3. Key findings
4. Recommendations

3

The NAO
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Our role
The National Audit Office (NAO) scrutinises public
spending for Parliament
We help to hold government departments and other
public bodies to account for how they use public
money or deliver public policy
Our work helps public service managers to improve
performance and service delivery, nationally and
locally
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Our VFM work
• Through our Value-for-Money (VfM) work, we report on the economy,
efficiency and effectiveness with which public sector bodies use public
money
• National Audit Act 1983 gives statutory access & reporting rights
• ~ 60 published outputs a year; most heard by the Committee of Public
Accounts (PAC)
• We do not comment on the merits of policy objectives, but aim to conclude
on whether value for money has been secured
• Our public audit perspective helps Parliament hold government to account
and improve public services. It leads to savings and other efficiency gains:
£741 million of agreed, audited savings in 2017-18

Report overview
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Background
On 6 September 2018 we published our report on Tackling problem debt. The report aims to evaluate
and conclude on HMT's overall approach to over-indebtedness, and how well it brings together
government's and other stakeholders' various activities and interventions to meet its objectives. In
particular, the report examines:
•

Whether HMT has appropriate mechanisms to identify the scale and nature of the problem it is
seeking to address and organise government's response

•

Evidence on the effectiveness and coordination of government actions to prevent problem debt
through improving people's financial capability and regulating consumer credit lending

•

The extent to which government as a whole adopts best practice in managing its own debtors,
and supports over-indebted people more generally through debt advice and other protections

VFM conclusions
HMT is taking a thoughtful and well-intentioned approach to excessive indebtedness. It
recognises that this has significant damaging effects in terms of public and economic costs, as well
as on individuals, although these are not quantified. The effort to provide support across multiple
government actors has become more coherent in recent years.
However, the problem has not stood still. Utility providers and the public sector have emerged as
major components of debt problems. The information available in these areas is, disappointingly,
much less coherent or transparent than commercial debt information. There are also crucial areas,
such as debt collection, where public oversight lacks impact. While recognising the positives, we
conclude that HMT cannot promote improvement in the management of excessive debt as
effectively as possible across a wide network without fixing the weak links. This leads us to assess
that there is further to go before value for money is secured.

Understanding the problem
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Based on available data and research, we estimated over £13 billion of personal
debt owed to a range of public sector bodies

People increasingly
report problems with
debts owed to
government or utility
providers, but HMT has
limited insight into
these areas.
Government has less detailed
insight into debts in other private
and public sectors compared with
consumer credit and mortgages,
and it does not accurately know
the overall level of outstanding
personal debt.

Not all departments, agencies and
regulators collect data on personal
debts.

Government has no estimate of the extent to which problem debt leads to increased use
of public services, or the resulting cost to the taxpayer.
Understanding these costs is important for policymakers in considering the impact of policy design on overindebtedness. We modelled national survey data to produce our own estimates.

Managing problem debt
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Evidence shows that good debt collection practice both benefits individuals
and boosts collection rates.
•

Common best practice principles include timely assessments of vulnerabilities,
affordable repayment plans, and signposting or referring people to debt advice.

•

Research in 2014 estimated that tailored debt advice, support and affordable
repayments saved creditors £82 million in a year from 110,000 over-indebted clients,
an average saving of £750 per person.

•

Lenders and debt collection agencies we interviewed also reported benefits from
following best practice.

•

By comparison, our modelling, based on a survey of debt advice clients, estimates that
intimidating actions and additional charges were 15%–29% more likely to make debts
harder to manage and increase levels of anxiety or depression.

Those struggling
with debts to
government also
considered that
they are generally
treated less fairly
than by retail
lenders

Barriers to adoption of good practice in government:
1. A lack of data sharing
•

The Committee of Public Accounts' 2014 report on managing debt owed to
central government found that departments lacked the information necessary
to target collection activities, and recommended developing a single view of
what each debtor owes to government as a whole.

•

There are legal barriers to sharing personal data between organisations.
Furthermore, not all departments can disaggregate all debts owed by
individuals from debts owed by organisations.

•

The Cabinet Office developed data-sharing legislation through the Digital
Economy Act 2017, which includes new powers that allow specified public
authorities to pilot data-sharing for specific purposes and with appropriate
safeguards.

Barriers to adoption of good practice in government:
2. Short-term incentives and funding pressures
People report more
problems with debts
owed to government as
the fiscal year progresses.
This pattern is not
observed with private
sector debts.
Stakeholders we
interviewed considered
that this could be affected
by short-term incentives
(in-year collection targets
and league tables) and
local funding pressures
creating a greater
demand to pursue debts
more quickly and
aggressively.

Recommendations
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Our report had 3 recommendations directly relating to improving debt management practices in
government
HMT should:
• Work with Cabinet Office and others in government to examine fully whether
government bodies have incentives to prioritise in-year debt collection over
better collection overall, and consider how best to correct for any perverse
incentives where appropriate.

Departments, led and supported by Cabinet Office, should:
• Ensure the Cabinet Office’s cross-government work on debt management has
the mandate and levers to prompt better practices in central and local
government.
• Continue to explore how to improve data-sharing within government, to help
tailor debt management approaches to debtors’ circumstances, and avoid
different parts of government competing with each other.

