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Ask any debt adviser and they’ll tell 
you: austerity has had profound impacts 
on their work. It has made it harder 
for debt advisers to assist their clients 
in meaningful ways. So profound are 
these challenges, in fact, that the debt 
advice sector now stands to benefit by 
considering solutions that have previously 
been seen as a little too radical. In this 
article, Ryan Davey (RD) from LSE and 
Carl Packman (CP) from Toynbee Hall give 
their views.

RD writes: We normally see austerity 
as cutbacks in government spending 
on social welfare. But these cutbacks 
are just one part of a broader set of 
changes, where the British state has 
systematically pumped capital from 
public ownership into private hands. 
This began in the 1980s, when more 
and more policy-makers adopted what’s 
known as the ‘state starvation thesis’ – 
in other words, the belief that capital is 
more efficient in the private sector.1 As a 
result, states began injecting capital into 
the commercial banking system, in the 
form of sovereign debt bonds. In Britain, 
this paved the way for a massive increase 
in consumer lending, which has papered 
over a decline in the real value of wages 
ever since.

These economic changes have created 
some impossible problems for debt advice, 
which usually operates on the assumption 
that people borrow freely, out of choice. 
It’s on this basis that advisers tell clients 
they must not take out credit once their 

case has been opened. The same principle 
that people borrow out of choice underlies 
financial capability programmes – after 
all, if your aim is to help people manage 
their financial situations themselves, 
you’re implying that this aim is possible 
within their economic circumstances. But 
austerity, and the broader set of political 
and economic changes around it, have 
made it necessary for increasing numbers 
of people to rely on credit as a matter of 
necessity. This means debt advisers have 
a contradiction on their hands – and 
something has to give.

CP writes: Let’s start by considering the 
impact of austerity cutbacks to the funding 
of debt advice. The effect that austerity 
has had in the debt advice sector is that 
it’s a different set of agencies that advice 
organisations are now serviceable to, in 
the sense of where we receive our funding 
from. The main effect of the reduction of 
funding is that we are far more reliant on 

trying to find ways to deliver a service at a 
much-reduced cost. So, we’re introducing 
the idea of online debt advice, and remote 
debt advice. But as well as this, we’re 
trying to stop people from having to return 
to debt advice agencies. One of the real 
pain points for the sector as a whole is 
that we need to ensure once a case is 
closed that that person is equipped with 
the knowledge that will enable them in 
another period of personal financial crisis 
to deal with it themselves. This means 
we have to change the structure of what 
debt advice looks like to strengthen and 
formalise the financial capability element. 
This requires changes in the relationship 
between the adviser and their client. 

RD: On this point of how austerity has 
affected funding for debt advice, it’s worth 
noting that debt advice wasn’t subject to 
quite such harsh austerity cuts as other 
areas of social welfare, including other 
areas of advice such as housing and Legal 
Aid. This is partly a virtue of a reliance 
that the free debt advice sector has had 
since the 1990s on deriving funds from 
the financial industry. In 2012 this 
practice was formalised with the creation 
of the Bank Levy, which funds the Money 
Advice Service. But the Bank Levy still 
does not provide enough funds to provide 
meaningful support to all who need it, nor 
does it halt the UK’s increasing inequality. 
The debt advice organisations that I’ve 
spoken to in my research – the ones that 
have survived austerity cuts – have told 
me they found themselves tasked with 
higher caseload targets, partly as a result 
of having to absorb the impact of funding 
cuts elsewhere. Some of the advisers 
I’ve spoken to have said that the higher 
targets have meant that they’re rushed 
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