
62    

ON SHAKY GROUND? INCOME INSTABILITY AND ECONOMIC INSECURITY IN EUROPE © OECD 2023 
  

The risk of economic insecurity is ever-present in European OECD countries 

– as individuals often face employment changes and income shocks and may 

lack sufficient liquid assets to cope with them. The burden of economic 

insecurity falls heavily on those who are disadvantaged and in a precarious 

position – people on low incomes, the unemployed and insecure workers – 

but the consequences are felt more broadly across society. Governments 

have a role in reducing people’s exposure to adverse economic events and 

enhancing their ability to manage risk. Social benefits, in particular, play an 

important role in reducing income instability – notably when they are 

responsive to changes in people’s circumstances, which can vary 

dramatically from month to month. In addition, policies that support financial 

literacy and help people to build their savings and manage debt are important 

for financial resilience and well-being, especially in constrained fiscal 

environments. More broadly, policies should work in concert to reduce the 

risks of economic insecurity. 

  

3.  Policies to reduce economic 

insecurity 
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3.1. How can policies address economic insecurity? 

The preceding chapters revealed the extent and negative consequences of economic insecurity on 

individuals, their families and society at large. Nearly one in six people in working-age households face 

economic insecurity, with the burden falling disproportionately on the unemployed and insecure workers – 

the very people who often rely on social protection and other government support. Governments should 

ensure that their policies and programmes are tailored to the needs and circumstances of people who 

experience or are vulnerable to economic insecurity – noting that people’s circumstances and needs can 

change suddenly and frequently, as demonstrated throughout this report. 

Policies should address people’s exposure to negative shocks and help them to better manage risk. 

Government policies may directly target a single aspect of economic insecurity (for instance policies that 

seek to boost individuals’ capacity to acquire financial resources, or policies that supplement incomes 

during unemployment). Alternatively, some policies act on multiple aspects of economic security by 

reducing the risk of negative economic effects and smoothing incomes, which in turn set the conditions for 

individuals to build financial buffers. Figure 3.1 depicts a suite of policies that can address (aspects of) 

economic insecurity. The policies are grouped by what they aim for: ensuring general economic stability, 

developing conditions for more secure and higher-paying jobs, supplementing incomes when individuals 

experience a shock, assisting individuals in generating wealth, or maintaining individuals’ consumption of 

essential goods and services as prices rise (see the columns in Figure 3.1).  

Figure 3.1 Policy options for addressing different aspects of economic insecurity 

 

This is not an exhaustive list – nor an indication of the relative sizes of the policy impacts – but rather an 

illustration of the wide variety of policies that can be used to tackle economic insecurity. For example, 

governments can:  

• promote strong economic conditions to maintain price stability and foster quality job creation and 

income growth that benefits all segments of the population;  

• encourage people to invest in skills development to improve their job prospects, particularly for 

people working in occupations, industries or geographic areas facing structural change; 

• provide financial support (social protection) to people experiencing financial hardship or 

unemployment; and 
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• introduce regulation to enable low-cost lenders such as credit unions and to limit predatory lending 

practices.  

The effects of these policies will depend on the contexts in which they are implemented, including how 

they function within the broader suite of policies. They are, however, all important and should work in 

concert as a policy package to mitigate economic insecurity (Sologon and O’Donoghue, 2014[1]).  

Rather than discussing each of these policy areas, this chapter focuses on ways to improve policies based 

on the findings in the previous chapters that monthly income changes are a key driver of economic 

insecurity and that many of those on highly unstable incomes have limited financial buffers. As such, this 

chapter focuses on the timeliness of social protection payments (Section 3.2) and programmes aimed at 

strengthening people’s financial well-being and resilience by boosting their savings, improving their 

financial literacy and increasing their access to low-cost financial services and debt relief (Section 3.3). 

While social protection is the primary way to reduce income instability for lower-income earners, policies 

to increase financial literacy, resilience and well-being are becoming more important, as countries face a 

limited scope for future public spending given the large-scale fiscal responses to COVID-19 and the 

subsequent cost-of-living crisis. The stocktaking of policies includes non-European OECD countries and 

is informed by desk research and validated by national administrations. A high-level overview of policy 

options and programmes for a selection of OECD countries (i.e. Germany, Greece, France, Ireland, Latvia, 

Spain, Sweden, the United Kingdom and the United States) covering policies up to July 2022 is provided 

in Annex 3.A. 

3.2. Making social protection more timely 

While social protection systems have traditionally been designed to provide a safety net, their role in 

reducing economic insecurity is increasingly recognised given labour-market digitalisation (OECD, 2019[2]). 

People who experience economic insecurity face the greatest risk from automation and have fewer 

opportunities to benefit from artificial intelligence technologies than people in occupations that face a lower 

risk of economic insecurity (Chapter 2). Those who experience economic insecurity are also more likely to 

lack job security (i.e. to be on temporary or no employment contracts), which makes them vulnerable to 

falling through the cracks of social protection systems that have not adapted to modern labour markets 

(OECD, 2019[2]). Prior to COVID-19, two-thirds of job seekers in the OECD did not receive unemployment 

benefits because they were ineligible – as they were self-employed, temporary workers who did not meet 

minimum contribution durations, or unemployed for so long they went over the maximum duration of 

benefits (OECD, 2023[3]). COVID-19 exposed the gaps in social protection systems, and some countries 

including Italy, Germany, France and South Korea, are considering extending income protection to those 

who have not typically been eligible (OECD, 2023[3]).  

Even with the gaps in coverage, social protection systems play an incredibly important role in reducing 

income instability, and thereby the risk of economic insecurity (Salgado et al., 2014[4]). Unemployment 

benefits, old-age pensions and education allowances reduce income instability in total by 42% on average 

in the European OECD countries covered in the analysis (Figure 3.2). The total effect of social protection 

systems on income instability is likely to be even higher, as important benefits, such as child allowances 

and disability pensions, could not be incorporated into this analysis, because they are difficult to attribute 

to individuals’ employment patterns.1  

The size of the effect of social protection on income instability differs widely across countries (Figure 3.2) 

(Rohde, Tang and Prasada Rao, 2014[5]). Social benefits reduce income instability by more than half in 

Germany (63% reduction), Ireland, Austria, Luxembourg, Greece, Spain, Belgium and Portugal. The 

reductions in social protection are more modest (less than 20%) in the Czech Republic and Switzerland, 

which have low levels of instability, and in the United Kingdom, which has the highest level of income 

instability among the countries studied. Indeed, even once social benefits are accounted for, the level of 
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income instability in the United Kingdom is still higher than the level of instability unadjusted for social 

benefits in all other countries. And while unemployment benefits make the largest contribution to the 

reduction in instability in most countries, old-age pensions have a relatively larger effect on instability in 

Greece, Portugal, Latvia, Poland, Hungary, Italy, Slovakia, Lithuania and Estonia. Education allowances 

play a minimal role in smoothing incomes in all countries (as illustrated by the negligible difference between 

the third and fourth bars in Figure 3.2). 

Figure 3.2. Social benefits reduce instability by 40% on average across European OECD countries 

Average squared coefficient of variation of total monthly income pre- and post-social benefits, averaged over 

48 months ending 2016-18 

 

Note: Income instability is measured by the average squared coefficient of variation of monthly equivalised household income over 48 months. 

The dark blue bars measure instability before accounting for social benefits by using the market incomes constructed in Chapter 1. The light 

blue bars add unemployment benefits to market incomes to measure instability after accounting for unemployment benefits. Next, the third set 

of bars adds old-age benefits to market incomes and unemployment benefits. The final set of bars adds in educational allowances and thus 

represents the total measurable effect of social benefits on instability. However, the total measurable effect does not include all social benefits, 

such as child allowances. See Chapter 1 for more information. The analysis is carried out only on households with stable composition over 

48 months and whose main employment income earner is aged between 18 and 59. The unit of reference is the individual. 

Source: OECD calculations based on the European Union Statistics on Income and Living Conditions (EU-SILC), 

https://ec.europa.eu/eurostat/web/income-and-living-conditions.  

StatLink 2 https://stat.link/4wq3li 

Box 3.1. Policy measures to reduce economic insecurity during economic crises 

Governments use various fiscal policy measures to smooth incomes and maintain real living standards 

during periods of heightened economic uncertainty. For instance, in response to the recent cost-of-living 

crisis, many governments introduced inflation relief measures to reduce prices (such as energy price 

caps and lower taxes on energy) and/or boost household incomes via transfers and tax credits. 

However, due to difficulties in identifying energy users most in need of support, more than three-

quarters of measures were untargeted. Consequently, this worsened economy-wide inflationary 

pressures and entailed a high total gross fiscal cost of 0.7% of GDP in 2022 and 0.8% in 2023 in the 

median OECD country, and in excess of 3% of GDP in Greece, Austria, Poland, Portugal, Italy, France, 

Slovenia and the Slovak Republic (Hemmerlé et al., 2023[6]). Further, energy price measures may 

reduce incentives to save energy and switch to low-carbon alternatives (although some countries, 
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including Germany, Italy and France, rolled out energy-saving campaigns as well) (Hemmerlé et al., 

2023[6]). 

Coupled with measures to reduce the burden of price increases, governments raised minimum wages 

to boost the incomes of vulnerable households. These measures were targeted to those most in need 

of assistance and were often linked to consumer price changes. Almost all OECD countries raised their 

minimum wages between January 2021 and September 2022, but most increases were too modest to 

maintain the real minimum wage rate. In some countries, such as Latvia, Slovenia, Luxembourg, 

Lithuania, France, Ireland and the United Kingdom, increases in minimum wages were almost entirely 

cancelled out by the withdrawal of social benefits or higher income taxes – highlighting the importance 

of the interactions between minimum wages, taxation and social protection (OECD, 2022[7]).  

However, some countries are adapting their social protection systems in light of recent labour market 

developments and to be more responsive to economic crises. For example, in France, the duration of 

unemployment benefits now depends on macroeconomic conditions, such as the strength of the labour 

market. Greece is considering similar changes. Moreover, Italy, Germany and France are considering 

permanently extending social protection to people not traditionally covered – including non-standard 

workers and the self-employed – following the expansion of their social protection systems during 

COVID-19. Germany is also removing sanctions in the first six months of an unemployment spell to 

improve incentives to train or find better jobs rather than take the first available job (OECD, 2023[3]). 

Finally, governments expanded or introduced short-term work schemes to stabilise incomes and 

maintain people’s employment connections during COVID-19, given their success in preventing 

unemployment in the aftermath of the Global Financial Crisis (Kopp and Siegenthaler, 2021[8]; Christl 

et al., 2022[9]). All European countries except Malta and Finland had short-term work schemes that 

subsidised companies to maintain their workforces (European Training Foundation, 2021[10]). 

Pre-existing schemes were adapted in several ways: softening eligibility rules and extending coverage 

to include atypical employment and the self-employed, as well as other sectors not previously covered.  

Given the income-smoothing effects of social protection systems, it is crucial that they operate in ways that 

are responsive to the needs and circumstances of people experiencing, or at risk of, economic insecurity. 

There are large differences in the design of social protection systems in OECD countries in terms of the 

types of benefits and tax credits, the amounts recipients receive, their duration, the accessibility 

requirements and the take-up rates.2 Many governments have also introduced inflation relief, raised 

minimum wages and designed short-term work schemes that operate alongside social protection systems 

to support people at risk of economic insecurity, particularly during economic crises (Box 3.1). These are 

all important considerations when designing social protection systems, and they may all have implications 

for economic insecurity – especially the size of payments, the interactions with work incentives and 

payment take-up rates. However, this chapter focuses on an often overlooked design feature that affects 

people with unstable incomes – the timeliness of social protection payments. 

The frequency of benefits and tax credits can affect people’s financial stability  

The frequency of unemployment and other benefit payments differs across countries, typically in line with 

how often people are paid when they have a job – weekly (e.g. in New Zealand), fortnightly (e.g. in Australia 

and Norway) or monthly (in most OECD countries) (Summers and Young, 2020[11]). Matching the frequency 

of social protection payments to the employment payment cycle can help people maintain a familiar routine 

for managing household expenses. However, the lengthier the frequency, the more difficult it can be for 

people to budget, particularly if they have low incomes or are liquidity constrained. Having difficulty 

managing household expenses due to infrequent social protection payments is associated with a range of 

negative well-being effects, including stress and feelings of lack of control (Scottish Government, 2021[12]), 



   67 

ON SHAKY GROUND? INCOME INSTABILITY AND ECONOMIC INSECURITY IN EUROPE © OECD 2023 
  

electricity service disconnection and bill-related debt (Barrage et al., 2019[13]), increased hospital 

admissions and mortality (Seligman et al., 2014[14]) and food insecurity. Anecdotally, in the United States, 

food banks stock extra supplies at the end of the month to meet the surge in demand from people whose 

social benefits have run out (Seligman et al., 2014[14]). Indeed, one American study found that increasing 

the frequency of unemployment benefit payments produces a similarly sized effect as raising the payment 

amount, without materially increasing administrative costs for governments (Zhang, 2021[15]). 

Like unemployment and other social protection payments, the frequency of tax credits for people in work 

(but on low incomes) can have a marked effect on well-being. When tax credits are calculated and 

delivered on an annual basis, they may fail to be responsive to changes in people’s circumstances. For 

instance, the annual lump-sum payment of the Earned Income Tax Credit in the United States increases 

income volatility (Maag, Congdon and Yau, 2021[16]), while, based on small-scale demonstration projects 

in Chicago and in Colorado in 2013 and 2014, periodic payments can improve households’ financial 

stability and help with keeping up with bills, paying down debts, covering essential expenditures such as 

food, and decreasing borrowing (both formal and informal) (Maag, Congdon and Yau, 2021[16]; Bellisle and 

Marzahl, 2015[17]; Kramer et al., 2019[18]; Greenlee et al., 2021[19]). Some emerging research on the recent 

temporary expansion of Child Tax Credits under the America Rescue Plan Act also indicates that periodic 

payments reduce material hardship, particularly in relation to food insecurity (Perez-Lopez, 2021[20]; Roll 

et al., 2021[21]; Parolin et al., 2021[22]).  

Striking the right balance with waiting times for benefits  

Another key factor affecting the timeliness of social protection is how long it takes to receive the first 

payment after applying. About half of OECD countries have waiting periods, and many others have long 

processing periods. While it takes on average two weeks for people in OECD countries to receive 

unemployment benefits after they apply, in some countries people can wait up to five weeks, as payments 

are made monthly in arrears. 

Waiting periods are used to review applications, to reduce administrative costs (by deterring people from 

making claims for short periods of unemployment) and to promote job stability by disincentivising people 

from alternating between temporary jobs and unemployment (OECD, 2018[23]). However, waiting many 

weeks for a first payment can cause severe financial distress and is associated with increased food bank 

use and a heightened risk of falling into poverty (Cooper and Hills, 2021[24]; O’Campo et al., 2015[25]). In 

the United States, the first payment takes place about two weeks after an application (Greig et al., 2022[26]), 

whereas in Canada it can be up to 28 days before claimants receive the first payment, for instance in 

Ontario (Employment and Social Development Canada, 2022[27]). In the United Kingdom, Universal Credit 

is paid monthly in arrears, resulting in a five-week wait for the initial payment. Recipients can request 

advance payments from the government, which are then paid back as deductions from the benefits 

received. 

Some countries tailor their waiting periods to people’s circumstances. In order to prevent economically 

insecure people from waiting too long for their first payment, the United Kingdom and France waive waiting 

periods for those who have long or repeated spells of unemployment (Carter, Bédard and Bista, 2013[28]). 

Conversely, people who leave their jobs voluntarily face a prolonged waiting period in a number of 

countries: an extra three weeks in Denmark, twelve weeks in Germany and Norway, three months in Japan 

and New Zealand, and four months in France (Carter, Bédard and Bista, 2013[28]). 

Reducing delays due to means testing and having payments that reflect people’s 

current circumstances 

Many European countries do not means test their unemployment benefits – as they are based on individual 

contributions to insurance schemes – although they use means testing to allocate family and housing 
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benefits. Over the past decade, 11% of all social benefit expenditure has been means tested in Europe on 

average, although the range spans from 36% in Denmark and 20% in Ireland to only 1% in the Czech 

Republic, Poland and the Baltic countries (Figure 3.3). However, the shares may have fallen in 2022, as 

many European governments introduced temporary measures to combat rising inflation that were 

predominately untargeted (including non-means-tested benefits (Hemmerlé et al., 2023[6]). 

Figure 3.3. The share of means-tested benefits varies widely across European OECD countries  

Means-tested payments as a share of total social benefits 

 
Note: The most recent data point for the United Kingdom is 2018. 

Source: Eurostat Social Protection Statistics, https://ec.europa.eu/eurostat/web/social-protection/data. 

StatLink 2 https://stat.link/jeca7i 

Means testing helps to target social protection to those most in need; however, it can also make application 

processes more complicated and time-consuming, which can discourage people from taking up benefits 

and tax credits (Eurofound, 2015[29]). In France, the Prime Pour l’Emploi tax credit had complex 

arrangements and was paid up to 18 months after individuals became eligible, which obscured the link 

between individuals’ behaviour and financial reward and constrained take-up (Immervoll and Pearson, 

2009[30]). In addition, long waits can translate to payments that do not reflect people’s current 

circumstances, which may undermine households’ financial security (Millar and Whiteford, 2020[31]) On the 

other hand, if income assessment periods are too short, people with highly unstable incomes may be 

penalised (OECD, 2019[2]). For households that have fluctuating incomes in the short-term (say for 

example because their employment changes seasonally) but who can smooth consumption over time, a 

longer time frame would give a more accurate assessment of their financial welfare.  

Some countries use automatic enrolment and have redesigned their means-testing arrangements to make 

it easier for people to access all payments for which they are eligible (Ambegaokar, Neuberger and 

Rosenbaum, 2017[32]). For instance, in Canada, citizens who file tax reports are automatically reviewed for 

their eligibility for the Canadian Work Benefit tax credit. Canadians are paid quarterly in advance (max 50% 

of the entitlement) based on their estimated income, while the remaining part of the award is paid following 

the yearly tax assessment. This approach incorporates both individuals’ current circumstances and their 

average circumstances over the longer term – thereby comprising the benefits of both short- and long-term 

assessment periods. As the scheme can be modified in different provinces, some have also opted to 

increase the responsiveness of the system by introducing quarterly assessments (Kesselman and Petit, 

2020[33]).  
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3.3. Government programmes to build financial literacy and resilience 

In contrast to social protection (which provides financial support to people with low, unstable incomes), 

government-backed saving, advice and financial literacy strategies aim to enhance people’s financial 

resilience to shocks. This includes providing incentives for building up financial buffers or equipping people 

with the knowledge and skills to improve their financial well-being. 

Improving the targeting of savings incentives 

A range of schemes have been developed to help boost people’s savings, including:  

• tax incentives such as removing tax on the interest earned on savings; 

• matching people’s savings; 

• index-linked bonds or guaranteed minimum interest rates; and 

• prize-linked savings accounts, whereby higher interest rates, cash prizes or in-kind benefits are 

randomly distributed to savers. 

Tax-incentives and index-linked bonds are the most popular schemes in the selected OECD countries 

studied, although all countries use a mix of schemes to encourage savings among lower-income people 

or for particular purposes, such as retirement – see Annex 3.A, (OECD, 2019[34]). Schemes that encourage 

people to save cushion them from negative shocks and have been shown to benefit employment, earnings, 

family stability, physical health and psychological well-being (Bynner and Paxton, 2001[35]; Sherraden, 

2009[36]; McKnight, 2011[37]). The protective effect on subjective financial well-being from savings appears 

to be larger than other forms of liquidity – such as credit card use (Bufe et al., 2022[38]). 

However, the effectiveness of these schemes depends on their design, as some tend to lead to asset 

reallocation rather than to new savings, and they are under-subscribed by people on low incomes – those 

most at risk of economic insecurity. There is a strong consensus among researchers that tax incentives 

lead to a reallocation of assets, particularly for voluntary schemes (Breunig and Sobeck, 2020[39]; OECD, 

2018[40]; Fadejeva and Tkacevs, 2022[41]). Further, people on low incomes have lower take-up rates of tax 

incentives than higher-income people, because they pay less tax and thus have a smaller incentive than 

higher-income people to participate in tax-advantaged savings schemes.  

People on low incomes are more likely to use prize-linked schemes, matched savings schemes and 

index-linked schemes than tax-based schemes. Studies have shown that, unlike tax-based schemes, 

programmes that encourage savings through financial incentives such as contributions from governments 

or more attractive interest rates are popular among people on lower incomes, particularly those with little 

savings. These schemes have been shown to increase savings for people on low incomes, build savings 

habits among people with little history of savings, bring forward home ownership and the purchase of 

household durables, increase educational investments, encourage people to start small businesses, and 

have broader social benefits, such as reducing spending on lotteries (Atalay et al., 2012[42]; Kearney et al., 

2011[43]; Schreiner, 2004[44]; Harvey et al., 2007[45]; Azzolini, McKernan and Martinchek, 2020[46]). In the 

case of index-linked schemes, there are other benefits, including hedging inflation risks, which is especially 

important in the context of a cost-of-living crisis where non-indexed savings accounts can be eroded by 

inflation (OECD, 2022[47]). 

When designing savings schemes, governments should consider how features interact, and what other 

supports can encourage savings by targeted groups. For instance, evidence suggests that the matching 

threshold (the point at which co-contributions cut out) is more important than the contribution rate in 

influencing how much people save (Madrian, 2012[48]). The threshold acts as a natural reference point for 

savers and may be interpreted as a recommended savings level (Madrian, 2012[48]). As discussed below, 

savings schemes could also include reminders and smartphone notifications to prompt people to make a 
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deposit; automatic deposits or other commitment devices; planning aids; and automatic enrolment, 

alongside coaching and financial education (Madrian, 2012[48]). 

Finally, matching schemes should be tailored to people’s circumstances, such as by linking thresholds and 

contribution rates to individual income and by only opening the scheme for people on low incomes. This 

would attract more people on low incomes, and in turn, make the schemes more progressive (Azzolini, 

McKernan and Martinchek, 2020[46]). For example, the United Kingdom’s Help to Save scheme is open 

only to people who receive social protection benefits, such as the Working Tax Credit, Child Tax Credit 

and Universal Credit. People who open savings accounts through the scheme can receive a 50% bonus 

payment of up to GBP 1 200 over four years. Three-quarters of participants were not regular savers before 

they opened an account as part of the scheme, and 86% are saving more than they previously did (HM 

Treasury, 2023[49]). However, participants only save a modest amount through the scheme, GBP 48 per 

month, which indicates that savings schemes for low-income people are unlikely to fully address financial 

precarity, nor vastly improve their savings capacity. As such, these schemes should be seen as 

complements, rather than substitutes, to well-functioning social protection systems (McKnight and Rucci, 

2020[50]). 

Improving financial literacy 

Financial literacy is an essential life skill that gives people the awareness, knowledge, skills and confidence 

to make sound financial decisions and ultimately improve their material conditions and opportunities 

(OECD, 2020[51]) This can involve building and managing wealth, avoiding high-cost lenders and using 

new technologies to find the best financial offers (French and McKillop, 2016[52]; European Union/OECD, 

2022[53]; Blanc et al., 2015[54]). Unfortunately, there is a dearth of financial literacy skills.Three-quarters of 

people surveyed from 26 OECD and non-OECD countries could not answer questions about simple and 

compound interest correctly, and less than half met the minimum targets for financial attitudes and 

behaviours, such as saving, planning for the future and keeping control of personal finances (OECD, 

2020[55]) . These consequences are more pronounced in people who are at risk of economic insecurity, as 

they tend to have lower levels of financial literacy than people with higher incomes (Collins, 2012[56]).  

Governments have developed national financial literacy strategies and implemented a plethora of financial 

education programmes, in a range of settings such as schools, universities and workplaces, and as part 

of targeted savings schemes, active labour market programmes and debt counselling services (OECD, 

2015[57]; McKnight, 2018[58]; OECD, 2022[59]). Evaluations of financial education programmes have found 

that they are most effective when tailored to people’s specific needs – such as individualised financial 

counselling, programmes designed for target groups, including young people and those with low incomes, 

or programmes delivered when people are making key financial decisions like retiring (Miller et al., 2015[60]; 

Kaiser and Menkhoff, 2017[61]; Lusardi and Mitchell, 2014[62]; Goyal and Kumar, 2020[63]; OECD, 2020[51]; 

OECD, 2017[64]). Many effective financial education programmes are underpinned by holistic national 

financial literacy strategies, which promote a long-term, co-ordinated approach to financial literacy 

(Box 3.2). 
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Box 3.2. Characteristics of successful national financial literacy strategies 

Over the past decade, many countries have developed comprehensive national strategies, which have 

been guided by the OECD International Network for Financial Education (OECD/INFE) (OECD, 2022[65]; 

2013[66]; 2012[67]; 2020[51]; 2017[64]). The keys to successful national financial education strategies 

include: 

• recognising the importance of financial literacy – through legislation where appropriate; 

• coherence with strategies for fostering economic and social prosperity;  

• cooperation with relevant stakeholders and identification of a national leader or coordinating 

body; evidence-based roadmaps or action plans to achieve objectives within set timeframes; 

• guidance on implementing individual programmes; 

• monitoring and evaluation to assess the progress of the strategy and propose improvements; 

• earmarking sustained funding for financial literacy programmes; 

• instituting flexible governance structures that involve public, private and civil society 

stakeholders; 

• providing information to the public in different ways such as interactive web-based tools and 

awareness campaigns; 

• tailoring programmes to the needs, circumstances and contexts of the audience through 

life-cycle approaches and leveraging trusted intermediaries and learning environments (such 

as workplaces and schools); and 

• empowering people to engage in the programmes and apply what they learn by using the 

insights of behavioural economics and social marketing (OECD, 2015[57]). 

National strategies for financial literacy are complex, multi-year, multi-stakeholder public policy projects 

that can strongly benefit from comprehensive evaluation designs. Recent OECD/INFE work (2022[65]) 

has focused on monitoring and evaluating the national strategies of 29 jurisdictions and shows that one-

fifth of countries do not have an evaluation plan, and a quarter articulate aspirational goals that are not 

linked to quantitative measures, which makes it difficult to assess strategy effectiveness. 

Countries that have evaluated their national strategies and used the results to inform the development 

of successive strategies have found that evaluation needs to be embedded from the outset. This is 

based on the design of indicators, the collection of data and transparency with stakeholders – which 

enhances stakeholder trust and “buy-in” (OECD, 2022[65]). In turn, these ingredients build confidence in 

the results of the evaluation and in the subsequent adjustments made to the strategies. 

Increasing access to high-quality financial advice 

Financial advice is an important enabler of financial literacy, but often people on low incomes and other 

vulnerable consumers face barriers to accessing high-quality advisory services (Collins, 2012[56]; OECD, 

2022[68]). Individuals with higher income, education and financial literacy levels are more likely to receive 

financial advice, which boosts their confidence in engaging with financial services and improves their 

investment performance (von Gaudecker, 2015[69]; Collins, 2012[56]; Lusardi, Michaud and Mitchell, 

2017[70]). In contrast, low-income households find financial advice too costly or do not have the financial 

knowledge to seek out support (Lusardi, Michaud and Mitchell, 2017[70]). As such, those on lower incomes 

and with lower financial literacy rely, to a greater extent, on social networks and family rather than on 

professionals for financial advice (Lu and Lim, 2022[71]). Taken together, disparities in access to financial 
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advice, and to financial knowledge more generally, contribute to wealth inequalities (Lusardi, Michaud and 

Mitchell, 2017[70]).  

To increase the availability of high-quality financial advice, governments have made regulatory changes to 

reduce fees for advice, remove conflicts of interest such as commission-based advice and encourage new 

digital advice options (Financial Conduct Authority, 2020[72]; OECD, 2017[64]). While these measures have 

improved the quality of advice, the cost of advice is still prohibitive for people on low incomes, and they 

are still unlikely to use advisory services for financial planning or to make investments (Burke and Hung, 

2015[73]; Krishnamurti et al., 2022[74]; Financial Conduct Authority, 2020[72]). 

Targeted financial support, such as rebates for people with low incomes or wealth, could expand their 

access to financial advice (Krishnamurti et al., 2022[74]). Indeed, one area where people with low incomes 

use advisory services is in relation to debt – where public funding and provision are more common. Debt 

advice can assist people with low incomes to manage their finances and reduce debt (Eurofound, 2020[75]; 

Hartfree and Collard, 2014[76]; Orton, 2010[77]). These services can help people identify the causes and 

extent of their debt problems, maximise their income, minimise expenses, prioritise debts, exercise their 

consumer rights and make realistic repayment plans with creditors (Stamp, 2012[78]). Debt advice can be 

particularly important for addressing economic insecurity, as people with limited financial buffers often rely 

on borrowing to meet their living expenses. In the absence of debt advice, low-income people may be 

unable to pay off their debts (resulting in delinquency) or rely on loans from high-cost lenders – putting 

them at a greater risk of over-indebtedness. 

Many countries provide publicly funded debt advice services for people with low incomes. For example, 

Norway offers free advice on individuals’ financial situation, debt settlement and debt write-offs through 

financial advisors at their local Labour and Welfare Administration office (NAV, 2023[79]). Effective 

programmes provide personalised advice from trained advisers, who build trusted relationships with 

customers, creditors and authorities. In addition, debt advisory services can be especially effective when 

paired with other social services typically used by people with low incomes or those experiencing poverty, 

including mental health care, employment and welfare services (Eurofound, 2020[75]; Stamp, 2012[78]). 

These holistic services can help with early intervention and increase people’s awareness of available debt 

solutions, which are often lacking.  

While debt advisory services alleviate pressing debt problems for people with low income, they do not 

address the underlying causes of over-indebtedness, which include job loss, poor health or the absence 

of low-cost financial products (Stamp, 2012[78]). A different, complementary suite of policies is needed to 

target the deeper causes of indebtedness, some of which are discussed in the next section. 

Ending the cycle of over-indebtedness and debt delinquency 

The past two decades have witnessed an increase in household debt and over-indebtedness (with debt 

levels over three times households’ disposable income) in the United States and Western Europe (Angel 

and Heitzmann, 2015[80]; Fligstein and Goldstein, 2015[81]; Jappelli, Pagano and Di Maggio, 2013[82]; 

OECD, 2021[83]). Over-indebtedness levels are highest amongst people with low incomes, but the middle 

class is increasingly at risk, particularly during times of economic crises, given its high rates of financial 

fragility (see Chapter 2 and OECD (2021[83])).3 The cost-of-living crisis is likely to be pushing even more 

households into over-indebtedness – and increasing its severity for already-over-indebted households – 

as monetary policy tightening pushes up borrowing costs relative to incomes.  

Some countries, such as Poland, have introduced temporary mortgage moratoria to help households 

struggling to make their repayments in a tight monetary policy environment. Households in Poland could 

suspend their mortgage repayments for four months in 2022 and another four months in 2023 (Ptak, 

2022[84]). This effort comes off the back of Poland’s loan repayment holiday during COVID-19, which 

enabled households and businesses to pause their payments for three to six months so long as they could 
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document that they were in financial stress (Hogan Lovells, 2021[85]). Other European countries4 also 

introduced loan repayment holidays to respond to COVID-19, including Belgium, France, Germany, 

Greece, Hungary, Ireland, Italy, Luxembourg, the Netherlands, Portugal, Spain and the United Kingdom 

(Hogan Lovells, 2021[85]). Countries’ schemes were designed for their individual contexts and so varied 

considerably in terms of the duration of the payment pause and the types of debts and groups covered: 

low-income debtors, all consumers and/or businesses (Hogan Lovells, 2021[85]). In some countries, banks 

agreed to loan repayment holidays without the force of legislation.  

While governments and banks introduce loan repayment holidays during times of crisis, it is not the first 

line of defense against over-indebtedness. People experiencing, or at risk of, economic insecurity may 

struggle to access low-cost financial services and resort to high-cost options such as payday lending to 

purchase essential goods and services or to pay down existing debts (OECD, 2022[68]). High-cost 

borrowing options keep people on low incomes in a vicious cycle of debt, as large proportions of their 

income go towards paying their debts. This in turn makes it difficult for them to meet their basic costs of 

living without resorting to more debt and to fully participate in the economy and live without financial stress. 

In an attempt to break the debt cycle, governments have regulated the financial system by limiting the 

supply of high-cost lenders or capping interest rates. For instance, The EU Directive on Consumer Credit 

(Directive 2008/48/EC amended in 2011, 2014, 2016 and 2019) has provided a broad framework for 

member states to implement their own legislation on consumer credit. The Directive has focused on “unfair 

terms in consumer contracts”, online marketing and misleading advertising. Proposals for further 

amendments of the directive include extending its scope to cover loans below EUR 200 (common threshold 

for payday loans), interest-free credit, all overdraft facilities and all leasing agreements, credit agreements 

concluded through peer-to-peer lending platforms as well as prohibition of the unsolicited sale of credit 

products and establishment of the obligation to set caps on interest rates. 

There are, however, risks to limiting access to high-cost borrowing. Bans on high-cost credit services in 

the United States shifted customers to other high-cost alternatives that use emerging digital technologies 

(Friedline and Kepple, 2017[86]; Bhutta, Goldin and Homonoff, 2016[87]). Similarly, interest rate caps often 

result in limiting access to finance, particularly for younger and poorer segments of the population, as 

high-risk borrowers end up being excluded from the formal financial system (Ferrari, Masetti and Ren, 

2018[88]; Ellison and Forster, 2006[89]; Madeira, 2019[90]; Financial Conduct Authority, 2017[91]). Other side 

effects are increases in non-interest fees and commissions (which reduce price transparency and 

complicate the system), as well as reductions in the number of lending institutions and branch density.  

Nevertheless, regulation can play an important redistributive and inclusive role by increasing access to 

financial services for people at risk of economic insecurity (Ferretti and Vandone, 2019[92]). Access to low- 

or no-cost bank accounts and formal and regulated credit opportunities are essential to avoid the increased 

risks and vulnerabilities associated with informal borrowing (Eurofound, 2013[93]). Indeed, governments 

should create regulatory environments that promote an inclusive financial system, which is amenable to 

low-cost banking options such as credit unions, cooperative banks and non-profit microfinancing (OECD, 

2022[68]). For instance, legislative changes in the United Kingdom enabled credit unions and cooperative 

banks to offer a wide range of products to low-income people and use dormant assets to support 

community economic development (United Kingdom Government, 2021[94]; Fair4All Finance, 2022[95]). In 

the United States, credit unions are now eligible for government grants and can seek regulatory exemptions 

on lending caps if their customers are predominantly low income.  

Beyond regulation, governments can consider various debt relief and settlement policies (including on 

debts to public authorities) to assist people who are over-indebted. All OECD countries have debt relief 

policies – usually requiring people to sell specified assets, remit income above a threshold, or pay 

instalments for a specific period before the remainder of the debt is waived. Debt relief schemes are 

typically designed to allow people to have a basic standard of living. This is usually determined with 

reference to people’s circumstances (such as having children), but in some cases, is based on countries’ 
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wages policy and benefits (Eurofound, 2020[75]). In France, the income threshold is re-calculated on a 

monthly basis to keep up with changes in individual circumstances, while changes to Sweden’s scheme in 

2016 gave more relief to people with children (Eurofound, 2020[75]). The United Kingdom, Ireland and 

New Zealand have more generous low-fee schemes for low-income people (Ramsay, 2020[96]). For 

example, the United Kingdom launched a debt respite scheme in 2021 that pauses enforcement action 

and freezes interest and charges for 60 days (Money and Pensions Service, 2022[97]).  

However, debt relief schemes tend to offer only short-lived benefits and do not fundamentally address the 

underlying drivers of debt problems (Ramsay, 2017[98]). Strict application criteria and high administrative 

costs represent barriers to access for people on low incomes. In some countries, costs have increased 

over time – for instance, the 2005 Bankruptcy Abuse Prevention and Consumer Protection Act increased 

the financial and time cost of filing in the United States. While in European Union member states, there 

has been a trend to make debt relief more available and accessible, the extent to which debtors can get a 

fresh start depends on the types of debts they have accrued. People with debts to public authorities, 

student loans, tax arrears, fines, healthcare costs or debts resulting from informal borrowing are often 

excluded from debt relief schemes, even though these represent a large share of low-income individuals’ 

debts (Eurofound, 2020[75]); see also Box 3.3.  

Box 3.3. Debts to public bodies 

Debts to public bodies – such as tax arrears, fines, overpayments of benefits, and healthcare costs – 

are often excluded from debt settlement procedures, even though they are becoming a growing concern 

(Eurofound, 2020[75]). In the United Kingdom, complaints about debts to public bodies have increased 

from 21% of all debt problems in 2010-11 to 42% in 2018-19 (Evans, Bennett and Browning, 2020[99]). 

Indeed, the IMF (2015[100]) has identified the exclusion of public debts from debt relief schemes as a 

challenge to countries’ personal insolvency regimes because it prevents people from making a fresh 

start. Further, the exclusion of public debt creates incentives for debtors to pay their public debts instead 

of those owed to other creditors, which gives creditors a disincentive to agree to restructure debt. 

In countries with specific measures for low-income, low-asset debtors, debts related to taxes, benefit 

overpayments and service charges owed to local authorities can be discharged in certain 

circumstances. Examples include the No Asset Procedure in New Zealand and the Debt Relief Order 

in the United Kingdom, while for Debt Relief Notices in Ireland, such debts fall among those which are 

“excludable” but can be discharged upon agreement with creditors.  

While these measures are important, governments should also consider ways to prevent vulnerable 

households from accruing debts with public bodies and to improve engagement between governments 

and debtors before commencing enforcement measures. Work on debt management in relation to tax 

debt has produced cross-country comparisons to highlight best practices and successful strategies, 

such as using data-mining techniques to identify people at risk of getting into debt with public bodies 

(OECD, 2019[101]). Other key recommendations involve reforming government affordability 

assessments, establishing a common framework across different public bodies and implementing 

changes to benefit deductions, which are often unaffordable and cause substantial hardship. For 

example, government departments in the United Kingdom now have to take steps to improve debt 

collection practices, such as by offering tailored payment plans and additional support (Evans, Bennett 

and Browning, 2020[99]).  
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While governments should pursue opportunities to improve access to low-cost credit providers and debt 

relief policies, they should also consider ways to prevent people from becoming over-indebted in the first 

instance. Data mining and predictive models can be used to identify people at risk of getting into debt, 

direct services to those who are most vulnerable, and develop payment plans (OECD, 2019[101]). For 

example, artificial intelligence has been shown to accurately identify households at risk of indebtedness 

across the income distribution (Ferreira et al., 2021[102]). When trained on Portuguese households, artificial 

intelligence techniques found three main at-risk groups: 

• those on low incomes who are at risk of over-indebtedness at all times, even during periods of 

economic stability; 

• higher-income households with large personal and credit card debts; and  

• households that are vulnerable to economic crises (generally due to facing heightened risks of 

unemployment).  

These groups have very different characteristics and experience over-indebtedness for different reasons, 

which indicates the need for a range of financial resilience and social protection policies. Indeed, these 

findings reiterate the main takeaways from this chapter: a suite of policies is needed to address economic 

insecurity, as it is a multi-faceted problem. When designing policies, governments should ensure they 

respond to people’s changing needs and circumstances, as frequent changes make it difficult for people 

to set themselves up for the future by escaping over-indebtedness, building their financial literacy, 

smoothing their incomes, and saving. The following Annex provides more detail on the policies reviewed 

in this chapter for a selection of countries. 
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Annex 3.A. Review of policies and interventions targeting economic 
insecurity in selected OECD countries 

Annex Table 3.A.1. Timeliness of unemployment benefits, tax credits and other national social benefits 

France 

• Unemployment insurance - Exceptions to standard waiting period: No waiting period for those who are unemployed again within 12 months; those on paid leave at the end of 

employment and non-statutory severance pay (150 days max waiting period, 75 if dismissal due to economic reasons); those who voluntarily resigned (4 months) 

• Unemployment assistance (Allocation de solidarité spécifique) for those who have exhausted their unemployment insurance benefits, those over 50 opting for ASS over ARE, fishermen, 
dock workers and artists if not benefitting from ARE, fulfilling other behavioural and employment conditions  

• Tax credits: Prime d’activité, merged Prime Pour l’Emploi (2001) and the Revenue de Solidarité Active (2009) 

• Other benefits: Revenue de Solidarité Active (RSA) Paid in conjunction with other family and housing benefits. Open to young adults aged 18-24 only under certain conditions 

• Other national categorical benefits directed at the over 65, people with disability, lone parents, large families, students, young children, plus general family benefits and three housing 
benefits (prior 12 months initial assessment, reassessment quarterly, paid against rent, directly to landlords or to tenants)  

Germany 

• Unemployment Insurance (Arbeitslosengeld I) - Exceptions to standard waiting period: those who resign without valid reason or following misconduct (up to 12 weeks benefit entitlement 

also cut by a quarter); those receiving severance pay 

• Unemployment assistance (Arbeitslosengeld II) for those who have exhausted their unemployment insurance benefits or whose income is not sufficient to secure their own and their 
family's (need unit) livelihood  

• Tax credits: Mini-jobs and Midi-Jobs are calculated on gross monthly earnings. People with Mini-jobs, are exempt from most social security contributions and personal income tax. For 
Midi-jobs, employees make lower social security contributions. These tax credits (formerly Gleitzone, now Übergangsbereich) were created as part of the Hartz reforms between 2003 
and 2005 and are being further developed and extended between 2019 and 2023 

• Child benefit (Kindergeld), monthly refundable tax credit, not means-tested  

• Other benefits: Social assistance (Sozialhilfe), paid monthly 

• Two types of housing benefits, Wohngeld and Leistungen für Unterkunft und Heizung. Housing benefits are not compatible with Hartz IV and ALGII, as costs of accommodation and 

heating are included in these 

• Child supplement (Kinderzuschlag), plus categorical benefits for lone parents, educational needs, one-off payments for specific needs such as heating 

Greece 

• Unemployment insurance benefit (Τακτική Επιδότηση Ανεργίας) - Flat rate with increases by 10% for every member of the family 

• Unemployment benefit for long-term unemployed (Επίδομα Μακροχρονίως Ανέργων) for those who have exhausted unemployment insurance. Paid monthly 

• Special aid after the end of payment of the unemployment allowance. No waiting period. Unemployed for 1 month after unemployment insurance expired. Lump-sum payment 

• Special aid for the unemployed after a three-month registration. No waiting period. 3 payments 3 months apart 

• Tax Credits (Μείωση Φόρου), non-refundable, based on annual income 

• Other benefits: Guaranteed minimum income scheme Ελάχιστο Εγγυημένο Εισόδημα, paid monthly 

• Housing benefits, monthly rent subsidy 

• Child allowances and benefits, paid monthly. Support for households living in mountainous disadvantaged areas, paid annually 
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Ireland 

• Jobseeker benefit – Flat-rate payments with increases for dependent children or adults. Exceptions to standard waiting period: disqualification for 9 weeks for those who voluntarily left 

their job with no just cause, misconduct, not accepting an offer of suitable employment or training, over 55 with redundancy payment of more than EUR 50 000 

• Jobseeker allowance – For those who have exhausted or did not qualify for unemployment insurance. Exceptions to standard waiting period: disqualification for 9 weeks for those who 
voluntarily left their job with no just cause, misconduct, or not accepting an offer of suitable employment or training 

• Tax Credits: Working Family Payment. For low-income working families (employees only). Implemented through the benefit system, paid weekly 

• Other benefits: Basic Supplementary Welfare Allowance (SWA), paid weekly. Housing benefits such as rent supplement and categorical family benefits, mainly for lone parents 

Latvia 

• Unemployment benefit (Bezdarbnieka pabalsts). Exceptions to standard waiting period: those who terminated employment voluntarily 2 months 

• Other benefits: Minimum income benefits (Garanteta minimala ienakuma pabalsts), amount varies depending on the municipality and the available resources; the benefit can be paid 

monetarily or as the equivalent sum in goods or services to meet the basic needs of the family or person, for example, granting children free lunches at school or kindergarten 
Additional housing benefits are available: Dzivokla pabalsts is estimated as the difference between housing costs (up to maximum standard levels) minus net income of claimant above 
the guaranteed minimum income  

Spain 

• Unemployment assistance (Prestaciones por desempleo de nivel asistencial), for those who have exhausted their unemployment insurance (Prestacion por desempleo) benefits 

(depending on age and caring status conditions) or were not eligible for unemployment insurance - waiting period of one month except for those not eligible for unemployment insurance 
benefits 

• Tax credits: Non-refundable national tax credits for maternity benefits and large families  

• At a regional level, there are several tax credits, including some linked to minimum income schemes, e.g. in the Basque Country (Supplementary Benefit to Work Income – Renta 

Complementaria de Ingresos de Trabajo) and Navarre (Work Incentives of the Guaranteed Income Estimulos al empleo de la Renta garantizada) 

• Minimum income schemes were mainly provided by the regions through Rentas Mínimas, with regionally varying entitlement criteria and benefit amounts. During the COVID-19 crisis in 

2020, the national-level scheme Ingreso Mínimo Vitalhas was established  

• Other national categorical benefits are directed to the unemployed, pensioners, persons with disabilities and low-income families with children 

Sweden 

• Income-related unemployment insurance (Arbetslöshetsförsäkring inkomstrelaterad) 

• Basic unemployment insurance (Arbetslöshetsförsäkring grundniv) – For those not insured or not insured long enough to qualify for income-related benefits. 

• Other benefits: Minimum income benefits (Ekonomiskt bistånd) regulated by national law, but financed and administered at the local municipality level, with substantial local leeway. Paid 
normally on a monthly basis, but acute help may be available more quickly 

• Housing benefits, which can supplement social assistance delivered separately, are calculated on a monthly basis according to the expected income during the calendar year, checked 
against the final income assessment 

• Child allowances and lone-parent benefits are set annually 

United 

Kingdom 

• Universal Credit advances are repaid as deductions from monthly payments. Fortnightly payments in Northern Ireland and the possibility to choose frequency in Scotland 

• New Style Job Seekers Allowance (to be claimed with, or instead of, Universal Credit depending on your National Insurance record, unemployed or work less than 16 hours a week, no 
conditions based on savings or assets, other behavioural conditions) – 7-days waiting time except for claims made within 12 weeks of the end of a previous award 

• Universal Credit has incorporated 6 previous benefits including Working Tax Credits 

• Other benefits: Separate benefits for the elderly, those with disability or unable to work, and carers. Child benefit (paid every four weeks) 
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Annex Table 3.A.2. Savings schemes and other efforts to support households’ financial capacity  

France 

• Livret d’Epargne Populaire (LEP) – for low-income savers, tax exempt, favourable interest rates. Other tax-exempt products not specifically aimed at low-income households (e.g. 

Livret A, Livret Bleu, Livret de Développement Durable, Livret Jeune) 

• Index-linked bonds: OATi and OAT€i (euro-zone linked) 

• Large co-operative bank sector with special obligations to tackle financial exclusion (e.g. Crédit Agricole through Points Passerelle and Caisse d'Epargne through Parcours Confiance; 
Sociétés coopératives d’intérêt collectif) 

• Banque de France chairs the French Observatory for Banking Inclusion, which includes monitoring microcredit activities and awarding outstanding initiatives. Special regulation on 
microcredit allowing non-banks to operate  

Germany 

• Municipal savings banks provide safe and interest-bearing investment opportunities 

• Index-linked bonds: Bund and Bubil 

• Large co-operative and public savings sector key to high financial inclusion: Credit cooperatives and savings banks are required by law to serve all the inhabitants of the local areas 
(including low-income and vulnerable ones) 

• Regulatory framework restricting non-bank activities from operating in the lending market. Microfinance institutions collaborate with cooperative banks  

Greece 

• GGB€i was introduced in 2003, and reissued in 2019 and 2021 

• High levels of financial exclusion. There is a small cooperative sector, which grew before the Global Financial Crisis, but then declined. Since 2020, legislation has allowed and regulated 
microcredit offered by non-bank microcredit institutions 

Ireland 

• Special Savings Incentive Account discontinued – government top-up in the new automatic enrolment supplementary pension savings plan 

• Inflation-linked bonds, Indexed Eurozone Government Bonds 

• Prize-linked Savings: Prize Bonds  

• Large credit union sector, largest penetration rate in Europe, offering products such as Personal Micro Credit 

Latvia 
• Savings bonds held by Latvian Central depository with maturity at 6 months, 12 months, 5 years or 10 years 

• Some non-bank microfinance providers 

Spain 

• Collapse of savings banks after the 2008 financial crisis affected access to savings products for low-income individuals 

• Index-linked saving bonds since 2014 (Bonos indexados del Estado and Obligaciones indexadas del Estado) 

• Prize-linked savings accounts (e.g. through Banco Bilbao Vizcaya Argentaria) 

• Credit cooperatives (especially in rural areas) and savings banks (presence substantially reduced after the Global Financial Crisis, with many converted into banking foundations) – 
historically active in preventing credit exclusion and supporting community welfare projects, including microcredit programmes, and widening access to credit for disadvantaged 
individuals. Commercial banks also historically offered microcredit products and other services to people with low incomes 

Sweden 

• Swedish Lottery Bonds; Swedish inflation-linked bonds  

• High levels of financial inclusion and high levels of innovation. Besides savings banks and a small number of co-operative banks, crowdfunding platforms and fintechs also offer 

microcredit products, operating under the national consumer law 
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United 

Kingdom 

• Matching saving schemes: Help to Save (2016); Saving Gateway (cut by the Coalition Government) 

• Index-linked Saving Certificates 

• Prize-linked savings: UK Premium Bonds; Credit Union PrizeSaver 

• Child Trust Fund closed in 2011 

• Credit unions; Community Development Finance Institutions; UK Affordable Credit Challenge Fund promotes innovation in the sector and partnerships between credit unions and 

fintechs  

• Grants and loans from local authorities and registered social landlords (e.g. to support acquiring essential housing goods); retail finance schemes for low-income consumers 

United 

States 

• Individual Development Accounts; Assets for Independence programme  

• Series I Inflation-Indexed Savings Bonds 

• Save to Win and several other prize-linked savings across a number of states 

• Baby bonds are part of the American Opportunity Accounts Bill introduced in the Senate (2021) 

• High penetration of credit unions (over 50%), special arrangements for credit unions with low-income designation 

• Community Development Finance Institutions 
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Annex Table 3.A.3. Improving financial literacy and access to high-quality financial advice 

France 
• Minister of National Education and Youth, the Minister of Economy and Finance, coordinated and implemented by the National Banque de France  

• Financial advice market regulated (Autorité des marchés financiers) 

Germany 

• Financial education policy is decentralised 

• Association of German Banks acts as a unifying body to provide such strategies 

• Financial advice market regulated (Bundesanstalt für Finanzdienstleistungsaufsicht, BaFin) 

Greece 

• The national strategy is under development, and no designated responsible public body. Large role played by the Hellenic Bank Association in creating programmes and material and 

supporting other stakeholders in promoting financial literacy 

• Bank of Greece is the main financial regulator – no specifics on financial advice regulation could be found 

Ireland 

• There is no national strategy, but the Competition and Consumer Protection Commission organises a number of programmes and public awareness campaigns (e.g. workplace-based, 

targeting youth) and provides online tools for personal finance information 

• The financial advice market is regulated by the Central Bank of Ireland 

Latvia 

• National Strategy for Financial Literacy in Latvia 2014-2020 developed by the Financial and Capital Market Commission and its partners. The Ministry of Education and Science of 

Latvia is responsible for financial education  

• The Strategy includes a new Financial Literacy Index that covers the results of a national survey on financial literacy 

• The Financial and Capital Market Commission is the main regulator – no specifics on financial advice regulation could be found 

Spain 

• The Ministry of Education and Bank of Spain created the third National Plan of Financial Education for 2018-21, having completed two already (2008-12 and 2013-17) 

• The National Plan acts as a framework to help coordinate programmes delivered by public or private stakeholders 

• Largely aspirational goals but planning to introduce quantifiable objectives 

• Financial advice market regulated (Comisión Nacional del Mercado de Valores) 

Sweden 
• Swedish Financial Supervisory Authority (Finansinspektionen), financial education is a compulsory subject, with the curriculum decided by the Swedish National Agency for Education 

• Financial advice market regulated (Swedish Financial Supervisory Authority) 

United 

Kingdom 

• National Financial Wellbeing Strategy is the responsibility of the Money and Pensions Service 

• There is a systemic approach to evaluation based on a theory of change and desired outcomes mapped in a participatory process with stakeholders 

• Money and Pensions Service encourages policy makers to adopt evaluation as a regular activity, part of implementing financial education strategies and programmes 

• Financial advice market regulated (Financial Conduct Authority) 

United 

States 

• US National Strategy for Financial Literacy. The Financial Literacy and Education Commission is tasked with creating, implementing and regularly reviewing and updating the National 

Strategy. Short-term performance metrics and intermediate-term indicators, including a focus on financial well-being 

• Financial advice regulation is fragmented, with multiple overlapping regulators at the federal and state levels 
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Annex Table 3.A.4. Implementing protective and rehabilitating measures 

France 

• Licensing requirements for credit providers, adjusted caps depending on the credit amount, and fixed statutory ceilings on default interest rates 

• Debt advice is provided mainly by Crésus Associations, Points conseil budget (PCB) (semi-public bodies) 

• Many small NGOs such as Débiteurs Anonymes, l’Association Française des Établissements de Crédit et des Entreprises d’Investissement (Afecei), Association nationale de défense 
des consommateurs et usagers (CLCV), Fédération Léo Lagrange, Union Nationale des Associations Familiales (UNAF), Agence Nationale pour l’Information sur le Logement (ANUL), 
Centres communaux d’action sociale (CCAS) 

• Debtors submit applications to household debt commissions (HDCs), who prescribe a repayment plan personal recovery procedure (immediate if eligible) – If unable to pay, cancellation 
of debts and liquidation of qualifying assets. Repayment plan (7-year max) – HDC mediates negotiations between debtor and creditor(s) or imposes a repayment plan 

• Taxes and debts to social security organisations are not excluded from debt relief unless fraudulently incurred, for both judicial liquidation and personal recovery procedure (for low-asset 
individuals) 

Germany 

• Central Bank (BaFin) calculates interest at the market rate, used to adjust caps (prohibition of APR to be more than double); explicit default interest rate ceilings; and fixed statutory 

default interest rates 

• Debt advice provided by Caritas, German Red Cross, Der Paritätische, Arbeiterwohlfahrt (AWO) (welfare organisations), municipalities, private and consumer organisations 

• Consumer insolvency – Debtor first submits settlement plan via court to creditors. If they reject the plan, the debtor’s assets are sold and income above a minimum is designated to the 

creditors 

• No measures specific for “no-income, no-asset” debtors but shortened discharge procedures, conditional upon the fulfilment of minimum payments 

• Public claims are included in the discharge, except taxes or social security contributions criminally evaded or withheld (non-dischargeable only after the final criminal verdict) 

Greece 

• Absolute interest rate ceiling on non-banks. Contractual interest rate as a maximum for default interest rate 

• The main providers are Consumer organisations: Consumers’ Federation (INKA) and Consumers’ Association The Quality of Life (Ekpizo) (consumer organisations), and smaller 
providers include KEYD-GEYD (public organisation), Union for Working Consumers of Greece (EEKE) 

• Bankruptcy – debts in excess of EUR 30 000 towards the Greek State, Social Security Institutions and financial institutions (max 5 years, with a 2-year extension) 

• New provisions for LILA or NINA debtors (e.g. leasing primary residence) 

• Debts to public bodies included in debt settlement procedures since 2015. The Debt Settlement and Facilitation of a Second Chance Act in 2020 introduces out-of-court mechanisms 
specifically for public institutional creditors, including social security institutions for debts over EUR 10 000 

Ireland 

• Central Credit Register for all moneylenders reporting on loan agreements. Obligations to assess creditworthiness, a cap on cost of total credit, and annual license renewal. Consumer 

Credit (Amendment) Bill 2022 introduced interest rate caps. The number of providers has declined in the past 5 years. 

• Main debt advice provider: Money Advice and Budgeting Service (MABS). Other smaller providers: Irish Mortgage Holders Organisation (IMHO), Free Legal Advice Centres (FLACs), 
Phoenix Project, Society of Saint Vincent de Paul (SVP) and private for-profit businesses 

• The number of procedures depending on the amount and type of debts a person has, with generally lighter processes for people with smaller debts and “unsecured debts” (such as credit 
card, health care, utility, telephone or tax arrears). Debt relief notice (max 3 years, early discharge if 50% paid back before 3 years); Debt settlement arrangement – Unsecured debts of 
any level (max 5 years, 1-year extension possible); Personal insolvency arrangement – Unsecured and secured debts of any level (max 6 years, 1-year extension possible); Bankruptcy 

(1 year to sell assets, 3-year subsequent repayment plan) 

• Individualised assessment, considering dependents (need for childcare, household goods, etc.) when determining thresholds 

• Debt relief notices – debts to public authorities are “excludable” and can be discharged upon agreement with creditors 
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Latvia 

• The share of high-cost products to total consumer credit is very large, one of the highest levels in Europe. Baltic countries all have high interest rate levels. For a long time no interest 

rate ceilings (contractual or default) existed; instead, the government opted for a definition of an honest practice, limited the total cost of credit and reduced the hours for credit issuance. 
Interest rate caps and regulation of roll-over were introduced in 2019 

• No main provider, relying on legal services and consultants. Small role is played also by Latvijaskreditnemejuasociacija (Latvian Borrowers’ Association), Maksatnespejas kontroles 
dienestsi (insolvency control service), Pateretaju tiesibu aizsardzibas centrs (consumer rights protection centre), Finance Latvia, Zverinatu tiesu izpilditaju padome (Latvian Council of 

Bailiffs) 

• Bankruptcy – a repayment plan is agreed for a maximum of 3 years (6 months if debtor can repay 50% of debts, 12 months if 35%, 18 months if 20%) 

In 2022, new debt relief support was introduced for low-income individuals and benefit recipients with consumer debts of a total size exceeding one national minimum monthly salary, but 
not greater than EUR 5 000 

• Protection of dependents/children during debt settlement procedures (e.g. protecting child benefits) 

Spain 

• Prohibition of “interest on interest”, tightening licensing requirements and imposing default interest rate ceilings 

• No main debt advice provider but several consumer organisations such as the Asociación de Usuarios de Bancos, Cajas y Seguros (Adicae), FACUA – Consumers in Action, debt advice 
organisations at regional and municipal levels 

• Royal Decree Second Chance Act 2015. The debtor and mediator negotiate out-of-court a repayment and/or liquidation plan with creditors. If no agreement can be reached, in-court 
bankruptcy liquidation/repayment can be initiated (5-year max). During the COVID-19 emergency, Royal Decree-Law 16/2020,30 established an insolvency moratorium for all debtors, 
be they firms or individuals 

• Public claims excluded from out-of-court restructuring processes and from discharge after liquidation  

Sweden 

• Interest rate cap for the nominal interest rate corresponding to the reference rate plus 40 percentage points and a cost cap limiting the total costs of credit (2018). Fixed default statutory 

interest rates. Regulation of creditworthiness assessments (2014). All credit providers have to be authorised by the Swedish Financial Supervisory Authority  

• No main debt advice provider but several consumer organisations such as the Asociación de Usuarios de Bancos, Cajas y Seguros (Adicae), FACUA–Consumers in Action, and debt 
advice organisations at regional and municipal levels 

• Personal bankruptcy; ordinary reconstruction, regular – If there is a capacity to pay above a reserved amount, a repayment plan to the creditors is established. Without having the 
capacity to pay, the reconstruction will not entail any requirement for the debtor to pay. Usually 5 years (possibility to shorten/prolong the repayment plan); maximum 7 years. Tight 

access screening to evaluate contextual conditions and needs, with the notion that NINA debtors should receive quicker relief 

• No priority for public claims, all debts included aside from debts accrued during the period of debt reconstruction 

United 

Kingdom 

• Stricter regulation was introduced in 2015, with price caps on high-cost short-term credit, limits on rollover, and guidance on affordability checks 

• Debt advice is provided mainly by the National Association of Citizens Advice Bureaux; StepChange as well as Debt Advice Foundation, Money and Pensions Service, (MaPS), plus 

other private for-profit businesses  

• During COVID-19, there was a boost in public funds to support free-to-client debt advice through MaPS in England 

• Debt Advice services can activate a Respite Scheme (Breathing Space), offering legal protections from creditor action for up to 60 days 

• Debt Management Plans (DMP) (informal, no limitations); Individual Voluntary Arrangements (IVA) (5-year max, 4 in Scotland); Debt Relief Orders (DRO) (12-month moratorium) for 
LILA/NINA debtors; Administration Order (up to 3 years); Bankruptcy 

• Rise in use of IVA and DMP; declining use of DRO and bankruptcy 

• Public claims included in the discharge for DRO (and the possibility of inclusion for IVA). The debt threshold was increased to GBP 30 000 to expand the scheme 

• Consultation on “fairness” of government debt management 

• Extension of benefit deductions to 24 months for new Universal Credit claimants in 2021 
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United 

States 

• Some elements of regulation are easing to facilitate consumer access to credit: in 2019 the Bureau of Consumer Financial Protection revoked the mandatory underwriting provisions that 

required ability-to-repay assessments 
17 states prohibit payday loans, while 33 impose limitations (e.g. on price, amounts, rollover) 

• The National Foundation for Credit Counseling (NFCC) and the Financial Counseling Association of America (FCAA) are the main non-profit membership organisations, accrediting and 
training a network of consumer credit counselling agencies. Services are also provided by credit unions, extension offices, religious organisations, military bases, housing authorities and 

other non-profit agencies 

• Bankruptcy, Chapter 7 and Chapter 13 (filing decreasing since 2010, 2005 Bankruptcy Abuse Prevention and Consumer Protection Act increased financial and time cost of filing)  

• Debt relief modification through Credit Counseling, Debt Settlement Companies, Non-intermediated settlements; Government-sponsored debt relief 

• Home Affordable Modification Program (HAMP) during the Great Financial Crisis and the Coronavirus Aid, Relief, and Economic Security (CARES) Act included debt relief provisions 

• Chapter 7 excludes priority tax claims, for claims incurred by fraud, fines and penalties, and overpayment of government benefits (some can be discharged). Chapter 13 has similar 

provisions for non-dischargeable debts while it also requires a plan to pay all priority claims  

• Extended Benefits (an additional 13 or 20 weeks of compensation to those who have exhausted their regular benefits) and waivers are available in certain states, depending on their 
unemployment rates and unemployment insurance laws 

• Temporary schemes fully funded by the Federal Government are available at times of recession: e.g. Pandemic Emergency Unemployment Compensation (no waiting time upon 
exhausting regular state unemployment insurance benefits) 

• Tax credits: Earned Income Tax Credit (EITC) – refundable tax credit targeted to households on low income, possible advanced payment option, low take-up 
Child Tax Credit (partly refundable), non-refundable CTC part of the calculation for EITC. Delivered monthly under the America Rescue Plan Act, introducing advance payments based 
on estimated taxes 

• Other benefits: Temporary Assistance for Needy Families calculated and issued monthly, 60-month lifetime limit 
Supplemental Nutrition Assistance programme – calculated and issued monthly 
Three major federal rental assistance programmes with long waiting lists and admission substantial discretion, plus housing assistance for very low-income households in some states 
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Notes

 

 
1 Some benefits play a role in smoothing income instability, but their effects cannot be reliably estimated, because it is difficult to 

attribute to changes in an individual’s employment intensity (in the case of disability benefits) or they are paid at the level of the 

household rather than the individual (in the case of child allowances). See Chapter 1 for more information on the allocation of 

social benefits to individual income. 

2 For example, in the United States, Norway, Israel and Canada, social protection is primarily an insurance scheme that people 

pay into while they are employed and draw down on when they are unemployed. The amount they draw down is usually based 

on the amount they contributed. In contrast, in Australia people do not contribute to an unemployment insurance scheme, but 

receive an allowance for as long as they are unemployed so long as they meet means and activity tests. In addition, some 

countries have guaranteed minimum incomes for people who are unable to work and tax credits that supplement employment 

earnings. However, there are differences in the purposes of tax credits. In anglophone countries, tax credits are primarily aimed 

at poverty alleviaiton, while in continental European countries, they have a stronger employment focus. 

3 The share of over-indebted and/or financially fragile middle-income households increased in previous economic crises. During 

the Global Financial Crisis, 2.6 million of the roughly 10 million households in Portugal were over-indebted, and financial fragility 

dramatically increased in Greece, Ireland and Spain (Ferreira et al., 2021[102]). 

4 In addition, the European Banking Authority (2021[103]) published guidelines on legislative and non-legislative loan repayment 

moratoria to respond to the COVID-19 crisis. 
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