
1 
 

Professor Paul Mosley 
Department of Economics 
University of Sheffield 
9 Mappin St.  
Sheffield S1 4DT 
0114-222 3397 
 
p.mosley@sheffield.ac.uk. 
 
 
Scotcash Impact Evaluation Report – Executive Summary  21.10.10 
 
 
1. Over its short life so far, Scotcash has been one of the most successful UK institutions 

seeking to ease financial exclusion amongst low-income people in urban areas. By the 
standards of other community development financial institutions (CDFIs), growth has 
been very rapid and targeting on the poorest areas, at well over 90%, has been 
outstanding. 
 

2. This achievement is the more impressive because of the level of financial discipline 
achieved. The current portfolio ‘at risk’ (in arrears for more than 60 days) is just under 
5%: well under half the UK average, even though Scotcash targets a much poorer 
catchment than the UK average. After less than three years, Scotcash is one of the 
major players in the CDFI market, with about 12% of all the twenty thousand or so1 
micro-loans made in the UK since 2003. Secondly, arrears rates are relatively low. At the 
end of August 2010 arrears were running at 4.4%, which is far below the UK average 
delinquency rate for all CDFIs of 13.3%2, never mind the 28.8% average rate of 
consumer CDFIs. On this evidence, there is no trade-off whatsoever between financial 
discipline and poverty impact. 

 
3.  The modal Scotcash beneficiary is a female single parent, living in rented 

accommodation and deriving a larger part of total livelihood from welfare benefits than 
from work. Scotcash loans are typically used for consumption, rather than investment, 
purposes: the three most favoured reasons for taking out a loan from Scotcash were 
holidays, Christmas presents, and home improvements. Only 20% of those interviewed 
had been actually refused a loan by the high-street banks; but many more than that 
believed themselves ineligible. Scotcash beneficiaries are both income poor (with an 
average income below the ONS poverty line) and asset poor (with around two-thirds of 
both borrower and control groups, in 2007, having neither a car nor an owned or 
mortgaged house) . A majority are also unwell, with over half reporting their health in 
2009 as ‘fair’ or ‘poor’; and initial (2007) levels of education are also low, with 34% of the 
sample having no educational qualifications. 

 
4. We use a ‘quasi-experimental’ methodology, comparing change over time between 2007 

and 2009 on various indicators of individual well-being, social well-being and fiscal 
performance between a client group (with 127 respondents) and a control group (with 40 
respondents). There is statistically significant evidence that the provision of Scotcash 

                                                 
1 This figure excludes credit unions.  
2 Data from CDFA(2008) table 5, p.10. 
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financial services has had a positive association with: personal income; personal 
savings; and the ability to exit from ‘home’ or ‘doorstep’ credit. 
 

5. Between 2007 and 2009, the average household incomes of Scotcash clients, adjusted 
for household composition, rose from £10636 to £12722, an increase of 19%,whereas 
the average household incomes of our control group of non-clients rose from £11830 to 
£12024, an increase of 6%. This increase is (weakly) statistically significant.  

 
6. Savings rates have also increased among Scotcash clients, and often it is by this means 

that the hold of the moneylender has been broken. The average per capita savings 
deposit within the Scotcash sample increased, admittedly from a low base, from £58 in 
2007 to £102 in 2009. The ability to save is an important component of money 
management capacity, and is strongly correlated with exit from poverty. Inroads have 
also been made, certainly in the case of Scotcash borrowers, into the hold of National 
Provident, Greenwoods and other home credit companies over low-income groups: 
within the borrower sample, the proportion continuing to use home credit fell over the 
two-year period from one-third to one-fifth, whereas it increased within the control group. 

 
7. There is also a slight, but not statistically significant, improvement in health outcomes in 

the Scotcash sample by comparison with the control group. Often, we find, clients’ health 
improved not only because their debts declined, but because they felt they had their 
finances under control and could stop worrying about them: 

 
‘Better sleep: have been worrying less about meeting repayments. Less worry about creditors 
knocking on the door – I can now relax at home’ (loan client 110). 

 
8. The making and fulfilment of a plan to scale down debt, in which Scotcash in partnership 

with credit unions was often instrumental, itself often reduced worry: 
 

‘I have less worries because Scotcash is an option now and an affordable option. It also means 
that I can get used to paying a loan back to get the discipline of it. I am desperate not to have any 
debts any more… I don’t like them.’  (respondent 106, single with two children, 32, G53 ) 

 
9. We sought to understand why the impact of loans and advice on some individual clients 

is higher than on others, and so we divide the sample into ‘risers’ who crossed the 
poverty line during the two-year period, ‘fallers’ who fell into poverty during the two-year 
period, and others.  Savings, we find, is a highly significant determinant of exit from 
poverty. We enquire into the determinants of savings, and find that these are related to 
initial coping abilities, access to Scotcash loan advice, escape from dependence on 
informal moneylenders and access to informal social networks. 

10.  Savings can protect against the adverse consequences of health events (such as 
illness), demographic events (such as partnership breakdown, multiple children and 
bereavement) and labour market events (such as losing a job); and, both in this way, 
and directly through the investment of savings in productive activities, can contribute to a 
boosting of loan management capacity which can enable exit from the poverty trap. 
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11. As discussed above, we see savings capacity as being boosted by membership of 
informal social networks, as well as through formal advice from Scotcash. The 
relationship between social networks and borrowing from Scotcash potentially works in 
two directions, and we draw attention to cases in which Scotcash clients have 
contributed to community-building as well as drawn on community resources. These 
cases constitute an additional beneficial impact of Scotcash, which can potentially 
contribute to mitigation of social tensions and crime prevention.  

 
12. The net fiscal impact of Scotcash, in the sense of its ability to save on welfare benefits, 

is negative:  uptake by Scotcash clients of welfare benefits increased over the period, 
even in relation to the control group. This is the normal case for consumer CDFIs, by 
contrast with business-lending CDFIs, which save on welfare benefits. 

 
13. However, when we compare the composition of welfare benefits across Scotcash 

clients, we find that benefit uptake amongst ‘risers out of poverty’ is highly contrasted 
with benefit uptake among ‘fallers into poverty’. Those rising out of poverty make heavy 
use of jobseekers’ allowance and, especially, working tax credit; those falling into 
poverty make very heavy use of housing benefit and income support. This has 
implications, which are already being acted on, for the manner in which Scotcash 
advisers provide advice related to benefits.  

 
14. Subjective testimony by clients on the impact of Scotcash is overwhelmingly positive, 

and sheds additional light on the features of Scotcash which are especially appreciated: 
 

 
CASE STUDY 

 
One of Scotcash’s loan advice clients, who with their help was able to get rid of a £2000 debt to the 
doorstep lender National Provident, and who also moved from incapacity benefit to part-time work  
and positive savings with the credit union, described the consequences for herself in this way: 
 
Interviewer - You already mentioned you had to go to the Provident to get the money to send your  
son to his football. So do you still have any debts with other lenders like that? 
Respondent -  No, that’s me I’m clear. That’s me clear now.  
Interviewer - So that is since you’ve got your job and you can afford to pay it off. 
Respondent -  Aye. 
Interviewer -  And are you a member of a credit union at all? 
Respondent -  Yes I am… I find it brilliant, I’ve got my wee boy joined in it and everything, do you know 
what I mean’ 
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15. A good dozen other respondents, tongue maybe slightly in cheek, answered our open-

ended question 29, ‘If you experienced a sudden financial shock and needed £1000 in a 
hurry, what would you do? with the words ‘Ring Scotcash!’ The key messages are that 
the institution’s flexibility is appreciated, as is its ability to reduce worry by making much-
needed consumer goods and services affordable, together with the improvement in 
interpersonal relations, not just material benefits, which it produces. 

 
 
16. We make five recommendations:   

      
 There is a case for strengthening the degree of leverage placed on both money advice 

clients and loan clients to save, as it appears to supply one of the keys to sustainable 
improvements in living standards. One way in which this has been successfully done is 
in the Blackburn branch of East Lancs Moneyline (ELM) where loan officers (not money 
advisers), as a matter of routine, advise newly approved loan clients to set up regular 
payments into a bank, building society or credit union savings account by direct debit, so 
that not making a savings deposit is an opt-out decision by the client, rather than saving 
being an opt-in decision which the client has to make for herself.  

 Complementary with these objective, active partnerships should be made with credit 
unions going beyond the Glasgow Credit Union. 

 More needs to be done to bring ethnic minorities, who are among some of the most 
vulnerable people in Glasgow, into the Scotcash net. 

 The money advice provided by Scotcash has demonstrable leverage, and should be 
provided on a larger scale to clients as well as non-clients of Scotcash.  

 Scotcash should consider convening ‘local support groups’ of existing clients in areas 
where they are highly concentrated (for example Castlemilk, Easterhouse, Drumchapel, 
Pollok). These groups could meet in a local housing office, at a credit union collection 
point, or in an local regeneration office, and would initially be led by a loan office or 
money adviser but could become self-sustaining. This would potentially provide a mutual 
support mechanism, support good repayment rates, and could become a useful channel 
for new products promoted both by Scotcash and by other agencies (e.g. credit unions). 
The networks, if successful, could grow with new members; and could potentially supply 
Scotcash with group feedback. Finally, discussions of this kind could provide the 
springboard for establishing neighbourhood-level networks. 

 
 

- It helped us to survive, and saved my family Christmas’ (respondent 118: single parent, Gorbals G5),  
 
-Interviewer - What difference has the loan made to your life? 
- Respondent -  A hell of a lot. It gives me something to look forward to. (respondent 108, 40, single 
parent, G21) 
 
- It’s a great company, people are really nice and approachable. I now feel it is possible to take kids on 
holiday and pay back loans at a rate I can afford. Direct debit means that I don’t even need to worry 
about paying back as it happens automatically (respondent 103, 41, single parent, Easterhouse G32) 

  


