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INTRODUCTION

The 2020 Covid-19 pandemic has had profound effects on the UK economy and caused many
people to experience severe disruption to their employment and personal finances. Since
March, 9.6 million people have been placed on furlough and 2.7 million more people are now
claiming Universal Credit due to a loss of income and 695,000 people have been made
redundant.

While certain groups have seen their income and livelihoods particularly affected, including
women, single parents, younger people and people from ethnic minorities, the effects of the
pandemic have been felt throughout UK society.

The financial impact of the first wave of the pandemic will be felt far beyond the immediate
loss of income that people have faced. In the face of such a historic life-changing event,
people will have turned to other forms of income and support to get by.

Depending on our individual situations, many of us will have used up our savings, spent money
that was meant for a deposit, asked family and friends for support, or started to rely more
heavily on credit cards and overdrafts. People who have been financially affected by the
pandemic will have done all this to try and ride out the first wave of the Covid-19 pandemic,
until we return to more stable economic times.

As a second wave of the pandemic hits us over winter, we believe that now is the time to
move beyond just looking at the impact of the first wave on changing levels of unemployment
and income levels. We should also turn our attention to the impact of the first wave on
people’s financial resilience. We need to consider what people have had to do to financially
survive the last six months, and what that means about their ability to stay afloat during a
second wave of Covid-19 related job losses, income shocks and additional costs.

This report sets out to answer those questions, by looking at the impact of Covid on our
collective financial resilience. Financial resilience is defined as the ability to
cope financially when faced with a sudden fall in income or unavoidable rise in expenditure.

In this report, we set out to answer the following questions:
e How capable are people of coping with the economic shocks of a second wave?
e Who has seen their financial resilience most eroded in the last six months?
e What measures need to be in place to support people who are unable to financially

cope with subsequent waves of the Covid-19 pandemic?



METHODOLOGY

A representative survey of 2,500 UK adults aged 18 and above, was conducted by Censuswide
between the 16" and 21t September 2020. The aim was to gather data on people’s levels of
financial resilience in September and how that has changed since February, before the first
national lockdown. Alongside this survey, we also conducted 16 semi-structured interviews
with people who had experienced changes to their financial resilience since February.

KEY FINDINGS

Impact of Covid-19 on financial resilience
When we compare people’s financial resilience in September to that in March, there has been

a sharp and unprecedented rise in the number of people who are now frequently running out
of money, before they are paid again.

More than one in five of us (11 million people) are now running out of money ‘always’ or ‘most
of the time’ before the end of the week or month. This means an additional 4.2 million are now
frequently running out of money, compared to the start of March.

How often people run out of money before the end of the
week or month in March and September 2020

mONS, March 2020 mCensuswide, September 2020
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The financial resilience of people who are working has seen the most dramatic deterioration,
since March. Employees are now twice as likely to frequently run out of money as they were
pre-Covid-19 and self-employed workers now 2.5 times more likely to frequently run out of
money as they were before Covid. A quarter of people who are working are currently running
out of money ‘always’ or ‘most of the time'. That means that more than 8 million people in
employment are now frequently running out of money each week or month.!

'Estimates for June to August 2020 show 32.59 million people aged 16 years and over are in
employment, 102,000 fewer than a year earlier and 153,000 fewer than the previous quarter.



More than 8 million workers are also currently only able to cope financially for less than a
month if they lost their main source of income. This means they could not last for the duration
of the five-week wait for a first payment of Universal Credit if they needed to apply.

In addition, almost 18 million people (34%) have had to use some form of debt to get by since
March 2020, with 6.4 million (12%) people using multiple forms of debt. Additionally, 6.4
million people (12%) have resorted to missing a bill or debt repayment since March. Half of all
people furloughed since March have had to use forms of debt, compared to just 23% of
people who have seen no change to the employment.

Who has faced the largest impact on their financial resilience?

Younger people

40% of 18-24-year olds have frequently run out of money in the past year, compared to only
8% of people over the age of 55. When compared to previous data from pre-Covid, we can
also see the disproportionate impact of the virus on the financial resilience of younger people.
An additional 21% of people aged 18-24 are now frequently running out of money, compared
to an additional 3% of people aged 55 and over. The differences in financial resilience by age
have been starkly increased by the pandemic. This means that 2.3 million young people, aged
18-24, are now frequently running out of money each week or month.

People who frequently run out of money, by age

W ONS, March 2020 B Censuswide, September 2020
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People with a disability

People with a disability are significantly more likely to say they run out of money before the
end of the week or month. A third of people with a disability (33%) run out of money
frequently (‘Always’ or ‘Most of the time’), compared to only 18% of people without a disability.
Whilst nearly half of people who do not have a disability (49%) say they have never run out of
money over the last 12 months, only 35% of people with a disability said the same.



People from ethnic minorities

While over a third of people from both Asian and Black ethnic backgrounds frequently run out
of money (34%, 36%), only a fifth of people from white ethnic backgrounds experience
frequently running out of money (21%). Similarly, while only 36% of people from Asian ethnic
backgrounds could cope for more than three months, if they lost their main source of income,
more than half of people from white ethnic backgrounds (51%) could cope for more than three

months.
Women

Nearly a quarter of women (24%) frequently run out of money, compared to a fifth of men
(20%) and this gap has widened since March. Nearly a third of women (32%) could also only
last a month or less, if they lost their main source of income, compared to a quarter of men
(25%). This means that women are particularly likely to find it difficult to cope during the 5-

week wait for Universal Credit.

People who frequently run out of money, by gender

W ONS, March 2020 B Censuswide, September 2020
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Larger families and single parent households

Families with three or more children are twice as likely to always run out of money as families
with only one child (18%, 9%).

Single parents are also likely to have much lower levels of financial resilience and more likely to
have needed to resort to credit in order to get by over recent months.

Universal Credit claimants

Universal Credit claimants are disproportionately likely to run out of money. Only 26% of
Universal Credit claimants have hardly ever or never run out of money before then end of the
week or month within the last year, compared to 72% of people who aren’t claiming income
related benefits and 38% who are. In addition, nearly a fifth (19%) have never had enough



money to make it to the end week or month without having to resort to credit cards or
overdrafts.

What should we do?

There has been a significant drop in the financial resilience of everyone in the country but
particularly among workers. More than 8 million workers are now frequently running out of
money before payday, and more than 8 million workers are now also unable to cope financially
for long than a month if they were to lose their income. In addition, the situation is
dramatically worse for Universal Credit claimants, nearly half of whom (49%) run out of money
frequently. That means that almost three million claimants on Universal Credit are regularly
running out of money before the end of the week or month.

If the effects of the first wave of the pandemic were difficult to predict ahead of time, the
effects of the second wave are painfully clear. Without continued financial support for those at
risk of losing their income, there will be higher unemployment, rising levels of poverty and
greater levels of food insecurity. And the actual human experience of these national statistics is
likely to be more severe, as people’s financial resilience has been silently eroded. Fewer people
now have the financial resources to stay afloat over the winter if their income drops or their
expenses increase. This makes it vital that the government continues the measures it has put in
place to support anyone who has been financially affected by the crisis, including the furlough
scheme and the £20 per week uplift to Universal Credit standard allowance.

Many of the people who have been hardest hit by this pandemic are those of us who already
face the most barriers within our economy. Women, people of colour, people with disabilities
and single parents already faced greater disadvantage and have therefore also used up their
financial resilience and ‘buffer’ far quicker than others when the pandemic hit.

Therefore, we need targeted support for groups who have struggled to stay afloat the most
through the first wave and are now particularly at risk of poverty, financial hardship, and
hunger over the course of winter. This is also necessary to ensure that equality improvements
over last few decades are not more severely eroded and we do not slip further backwards.

Certain welfare policies such as the Benefit Cap and Two-child Limit have made some people
more vulnerable to the financial impact of the pandemic, or undermined the impact of
measures put in place to help people through this difficult time. These policies should at the
very least be suspended until our economy has recovered.

RECOMMENDATIONS

e Maintain the £20 per week uplift to Universal Credit

e End the five-week wait for Universal Credit

¢ Increased funding and guidance for Local Welfare Assistance schemes
e Increased support for children through the benefits system

e Increased support for people with disabilities and apply the £20 uplift to legacy

benefits.



WHAT IMPACT HAS THE PANDEMIC HAD ON FINANCIAL
RESILIENCE IN THE UK?

In this first section, we will explore the overall impact of the first wave of the Covid-19
pandemic on people’s financial resilience. In other words, we will explore the extent to which
people would be able to cope with another financial shock now, in comparison to February
before the first national lockdown. Before we explore several different indicators of financial
resilience and how those have changed since February, it is useful to summarise the impact of
the pandemic on people’s level of income.

From previous research that Turn2us published earlier in the year, we know that the financial
impact of coronavirus is being felt most strongly by people in atypical forms of employment,
such as the self-employed and those on zero-hours and casual contracts. In June, people in
atypical forms of employment were far more likely to have seen a drop in income since the
lockdown began.

Our previous research showed that working-age adults had experienced an average drop in
income of £162 per month, between February and April. Using the same analysis in our
September survey, we see that the average drop in income has now reduced since April. At
this point, we estimate that the average reduction in income between February and
September now stands at £68 per month for working-age adults.

While there will be significant variation in income drops between different groups, the general
indication from this is that the government’s support schemes have been effective at
mitigating against a severe drop in income for people who are eligible. The mitigation of lost
income is clear between April, when the furlough scheme and Self-Employment Income
Support Scheme (SEISS) were being introduced, and September when 12 million people have
made use of those support packages.

For households, the average drop in income recorded in this survey is £97 per month, from £1902
per month in February, down to £1805 per month in September, with almost a third of
households receiving less than £1,000 of income in September.



Figure 1: Household incomes in February and September 2020
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FINANCIAL RESILIENCE INDICATORS

While the furlough scheme and SEISS have been effective in mitigating the worst effects of
Covid-19, the reduction in income for many people in the UK since March points to the fact
that they may have been making use of debt or savings to get by.. This raises the risk that
these households will have less ability to cope during the second wave of the pandemic if
these government support measures are taken away. A similar level of lockdown and infection
rates could therefore lead to a more drastic impact on levels of poverty, homelessness, and
hunger over winter, as people’s sources of resilience have become eroded over the past six
months.

The rest of this section will explore how these changes in income or employment status, after
the life-changing events of the last six months, have affected people’s financial resilience and
their ability to cope with another unexpected shock in the future.

Running out of money before the end of week or month

A key indicator of a household’s financial resilience is simply whether they have enough money
to last until the end of the week or month. A household that frequently runs out of money is at
risk of severe financial consequences such as mounting problem debt, destitution, eviction, and
homelessness. Even households who rarely run out of money before the end of a week or
month have poor financial resilience - walking a cliff edge where they could easily fall into
longer term financial difficulties if they cannot make up this shortfall in forthcoming months.

In our September survey, we asked respondents how often in the past 12 months have they
have run out of money before the end of the week or month or if they needed to use a credit
card or overdraft to get by. Using the Office for National Statistics (ONS)’ Family Resources



Surveyz, we have compared this with the latest available comparable data set, which runs from
April 2018 - March 2020.

Since March there has been a 16% increase in the proportion of households that have run out
of money before the end of the week or month. This means that 55% of people are
encountering some degree of shortfall in their household budgets during the year. And that in
the past year, 28.8 million people have run out of money at least once, an increase of 8.4
million people from before the first Covid-19 lockdown.

Most significantly, the proportion of households that run out of money ‘most of the time' has
doubled. 11 million people are now running out of money ‘always’ or ‘most of the time’ - an
increase of 4.2 million since the start of March.

Figure 2: In the past 12 months, how often have you run out of money before the end of the week or
month or needed to use a credit card or overdraft to get by?3

How often people run out of money before the end of the
week or month in March and September 2020

mONS, March 2020 mCensuswide, September 2020
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2 Office for national Statistics (2020) Family Resources Survey

3116 out of 2500 Turn2us survey respondents answered ‘Too hard to say’ to this question and
have been removed from this graph. However, percentages have been kept the same to
ensure comparability with ONS data.
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https://www.gov.uk/government/collections/family-resources-survey--2

Figure 3: Frequency of running out of money before the end of the week or month by household
employment status

How often people run out of money, by employment status
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Working 38%

The difference in financial resilience between households with retired members and other
households is considerable. Over three quarters of retired households never run out of money
with only 14% doing so more than rarely (‘hardly ever’ or ‘never’). There is some divergence
between households with workers and unemployed households with the latter being more
likely to run out - likely due to a lower income on average.

A full quarter of employees and the self-employed now frequently run out of money within the
last year, almost at the same level as people who are unemployed. The financial resilience of
people who are working has seen the most dramatic deterioration, since March, with
employees now twice as likely to frequently run out of money as they were pre-Covid-19, and
self-employed workers now 2.5 times more likely to frequently run out of money as they were
before Covid-19. That means that more than 8 million people in employment are now
frequently running out of money each week or month.*

4 Estimates for June to August 2020 show 32.59 million people aged 16 years and over in
employment, 102,000 fewer than a year earlier and 153,000 fewer than the previous quarter.

1"



Figure 4: Frequently running out of money before the end of the week or month by individual
employment status, comparing Turn2us data with ONS data

Frequently running out of money before the end of the
week, by employment status
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The likelihood of a person’s ability to afford their costs up to the end of a week or month is
considerably dependent on how their employment situation has been affected by the Covid-19
pandemic.

People who have been furloughed are markedly less likely to run out of money before the end
of the week or month than other groups of people whose employment has been affected. This
suggests that the Coronavirus Job Retention Scheme has successfully mitigated the financial
repercussions of the pandemic for many individuals and households. Self-employed people
who have used the SEISS have not been as cushioned, potentially due to the scheme only
covering Pay As You Earn (PAYE) income and not dividends.

People who have been made redundant are more likely to run out of money at a more regular
frequency. Although these people are ineligible for support through the Coronavirus Job
Retention Scheme and Self-employment scheme, many should be eligible for support through
existing parts of the social security system.
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Figure 5: Employment or self-employment affected by COVID-19 pandemic and running out of money
before the end of the week or month
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The difficulty of being made redundant during or just before lockdown, and the speed with
which existing savings and financial buffers could be depleted was expressed clearly by
several interviewees. With firms not hiring new people, many people made redundant had no
choice but to make ends meet by using up savings or taking on debt. Within a couple of
months, most interviewees had exhausted all of the financial resources they had available.

Redundant during a pandemic \

Before Covid, Steve was an ex-forces veteran and has never claimed benefits before. He is
married with four children. Immediately before the pandemic, he used to earn more than £40,000
per year in sales, but was made redundant at the end of February, just before the first lockdown.

Steve’s savings of £5,000 were quickly eaten up in the first few months and he had to sell many
personal possessions to get by. Eventually, he applied for Universal Credit, while he quickly tried
to find more work.

The reality of job-searching during the pandemic was hard though. Steve eventually managed to
find another role as an employment consultant, only to be made redundant again, three weeks
later. Steve now worries about his future, and how he will be able to provide for his kids.
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People on an income-related benefit® were significantly more likely to indicate that they would
run out of money before the end of the week or month at a greater frequency. The proportion
of benefit claimants who frequently run out of money (‘Most of the time’ and ‘Always’) is 37%,
three times higher than people who are not claiming (12%). The situation is dramatically worse
for Universal Credit claimants, nearly half of whom (49%) run out of money frequently. That
means that almost three million claimants on Universal Credit are frequently running out of
money before the end of the week or month.’

Figure 6: Running out of money before then end of the week or month based on benefit claims

How regularly people run out of money, by income-
related benefit claims
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Astonishingly, only 26% of Universal Credit claimants have hardly ever or never run out of
money before then end of the week or month within the last year, suggesting the benefit is
failing to adequately meet the needs of people on low incomes. The fact that nearly a fifth of
Universal Credit recipients (19%) have a broken budget where they've never had enough
money to make it to the end week or month without having to resort to credit cards or
overdrafts is a serious cause for concern.

The five-week wait for a first payment of Universal Credit could be a contributing factor for the
particularly low financial resilience of Universal Credit claimants. Even in cases where claimants
have chosen to take out an advance this has weakened their financial resilience as they will
need to pay back this debt through deductions from subsequent payments.

5 By an income related benefit we mean one of the following: Universal Credit, Housing
Benefit, Council Tax Support, Tax Credits (Child Tax Credit and Working Tax Credit), Income-
related Employment and Support Allowance, Income-based Jobseeker's Allowance, Pension
Credit or Income Support

6 5.7 million people on Universal Credit in September 2020, Department for Work and
Pensions Stat-Xplore, September 2020
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How long people can make ends meet after losing main source of income

Another key indicator of financial resilience is the length of time a household can cope after
losing their main source of income. Since March there has been a general trend towards
people being able to cope for a shorter period if they lost their main source of income. In
particular, there has been 2% growth in people who could only make ends meet for less than a
month and a 6% growth in the amount of people who can only make ends meet for three
months or less. This trend could partly be due to people eroding savings or taking out forms of
debt over the last few months whilst being furloughed or out of work.

Although there has been little change at the bottom end of the scale, it is important to
consider the implications of 14.6 million people (28%) only being able to cope for less than a
month without their main source of income. With the potential for further redundancies over
the coming months, a large number of households could be facing immediate financial crisis,
and would not be able to meet all of their costs before the end of the five-week wait for
Universal Credit - even if they applied immediately.

Figure 7: Length of time that people would be able to make ends meet if they lost the main source of
income coming into their household?

How long people could cope if they lost their main source
of income, in March and September 2020
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Figure 8: Length of time that people could make ends meet without main source of income, by
employment status in September 2020

How long people could cope financially, by employment
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When examining the length of time that workers could cope if they lost their main source of
income, we find that 29% of employees and 25% of the self-employed could only last for a
month or less if they lost their main source of income. Unsurprisingly, most households that
include a retiree have accumulated enough savings to be able to cope with a loss in income for
a significant length of time.

This means that in the event of redundancy or loss of self-employed work, over a quarter of all
workers (29%) would not be able to last through the five-week wait for Universal Credit
without needing to borrow, assuming they applied straightaway. More than 8 million workers
would currently only be able to cope financially for less than a month if they lost their main
source of income.

16




Figure 9: Proportion of households who could make ends meet for less than a month, if they lost their
main source of income, by employment status

Proportion of workers who could cope for less than a
month, if they lost their main source of income
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Furthermore, the proportion of employees who can cope for a month or less has increased
during the Covid-19 pandemic, from 25% of employees pre-pandemic, to 29% of employees in
September. Therefore, workers’ ability to withstand unemployment, redundancy or a drop in
income has been significantly eroded since March. This means that current employees who
lose their employment over winter are going to be less likely to be able to cope financially
while they find another job or apply for Universal Credit.

17



Figure 10: How long households could make ends meet for less than a month, if they lost their main
source of income, by benefit status

How long people could cope financially, by income-related
benefit claims
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When examining the length of time households can cope with the loss of their main source of
income by what benefits they claim, a similar picture is presented to how often people ran out
of money. Benefit claimants are likely to be able to cope for a shorter period than people who
are not on benefits. The proportion of people that can cope for less than a month is 44%,
compared to 17% for people who do not claim benefits. As stated before, the situation for
Universal Credit claimants is slightly worse still, over half (51%) could last for less than a
month.’

It is also notable that 17% of non-benefit claimants could cope for less than a month as this
will mean they will be unable to cope for the duration of the five-week wait for Universal
Credit if they need to apply in the future.

7 It should be noted that the loss of a benefit claimant’s main source of income may be a slight
abstraction for some claimants as this may be their benefits entitlement rather than wage,
meaning losing it is much less likely.
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Ability to afford emergency costs

Another indicator of financial resilience is the ability to pay an emergency cost, such as a
broken boiler. If a household is unable to afford this expense, this could have a detrimental
effect on their financial situation as they are likely to need credit.

Figure 11: Proportion of people who could not afford an emergency cost of £250, £500, £1,000 in
February and September
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The proportions of people who could not afford emergency cost of £250, £500 or £1,000
have increased by some degree for each amount. In particular, 7% fewer people could afford
an emergency cost of £250 in September, compared to February. This means that now 15
million people could currently not afford an emergency cost of £250, an increase of 3.7 million
people since pre-Covid-19. This means that many people would be unable to replace an
essential appliance such as a cooker or washing machine if it broke down.

As a person’s financial resilience gets lower, their ability to cope with financial shocks also
reduces - meaning less significant events can have greater c