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“More often than not, what we're finding is that
we're referring people when there's that
unexpected expenditure. So it's when your
washing machine breaks or something like that.
[And]... come summer holidays when they are
struggling to get school uniforms.” 

Introduct ion

The poverty premium in credit is a key area of focus
for us at Fair By Design. We know that people on low
incomes often pay more for credit because they are
seen as a higher risk by lenders. This is a classic
example of the poverty premium. That’s why we were a
founding partner, alongside Fair4All Finance and
Toynbee Hall, of the national No Interest Loan Scheme
(NILS) pilot. The pilot enabled people on low-incomes,
who would not be eligible for an interest-bearing loan,
the opportunity to access a relatively small amount of
money over a few months, with no interest charged at
all. We look forward to seeing the full evaluation of
this scheme in 2026.  
 
In addition, there are several local no interest loan
schemes being offered around the country. At the
moment we don’t know how prevalent they are. We are
keen to explore whether more councils, housing
associations, and other organisations could help the
people they serve by offering a smaller scale, more
targeted, no interest loan scheme. We spoke to Joanne
Angus (NEFirst Credit Union), Joanne Burnip (Livin
Housing) and Paul Atkinson (Durham County Council)
to find out more about the schemes on offer in the
North East.    
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https://fairbydesign.com/
https://fair4allfinance.org.uk/blog-how-the-no-interest-loan-scheme-is-helping-to-reduce-the-poverty-premium/
https://fair4allfinance.org.uk/blog-how-the-no-interest-loan-scheme-is-helping-to-reduce-the-poverty-premium/
https://www.nefirstcu.co.uk/
https://www.livin.co.uk/
https://www.livin.co.uk/
https://www.durham.gov.uk/
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Orig ins  of  the  NEFirst
Credit  Union  local  no
interest  loan  scheme 
The need for affordable credit in the area served by
NEFirst is clear. According to the Financial Lives
survey conducted by the Financial Conduct Authority
(2024), 29% of people in the North East have low
financial resilience and 11% of people are in financial
difficulty – the worst statistics in the UK. NEFirst were
originally inspired by a no interest loan scheme
launched by Bradford District Credit Union in
partnership with Bradford City Council in response to
the COVID-19 pandemic. The scheme was designed to
support individuals experiencing financial hardship due
to the pandemic, including those on furlough, those
experiencing income loss and those on zero-hour
contracts. The scheme received a lot of attention and
the £40,000 in funding pledged by Bradford City
Council was exhausted within just 72 hours. 

NEFirst sought to replicate this model by collaborating
with other housing associations and local authorities
whilst also learning lessons from Bradford’s
experience. Schemes with two housing associations
(Believe and Livin) were established in autumn 2020
and a scheme with Durham County Council was
established in June 2021. All of these schemes were
offered on a referral-only basis, rather than being
advertised, to avoid the schemes being overwhelmed.
After the pandemic, there were still funds left in the
pot, so the schemes were converted to cost-of-living
no interest loan schemes.  
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https://www.fca.org.uk/publication/financial-lives/financial-lives-survey-2024-key-findings.pdf
https://www.fca.org.uk/publication/financial-lives/financial-lives-survey-2024-key-findings.pdf
https://www.fca.org.uk/publication/financial-lives/financial-lives-survey-2024-key-findings.pdf
https://www.bbc.com/news/uk-england-leeds-53553977
https://www.bbc.com/news/uk-england-leeds-53553977


JUNE 2020FAIR BY DESIGN //

The concept is quite straightforward. The Council or
housing association give NEFirst a pot of money for
the credit union to give out in the form of no interest
loans (Durham’s pot was just over £30,000, Livin’s pot
was £10,000). NEFirst take an admin fee of around £45
per loan and the pot is also used to cover bad debt.
Even so, because people pay back the loan, a relatively
small amount of money can provide support to a
significant number of individuals over a number of
years. 

The scheme design is completely down to the
commissioning organisation. Durham County Council’s
scheme gives Durham residents the opportunity to
access up to £500 - a loan of £450 and £50 to put into
savings. The Livin Housing scheme enables tenants to
access a £350 loan with £50 in savings. 
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“More often than not, what we're finding is that we're
referring people when there's that unexpected expenditure.
So it's when your washing machine breaks or something
like that. [And]... come summer holidays when they are
struggling to get school uniforms.” 

How the  scheme works  
Joanne Burnip, Financial Inclusion Manager at Livin,
explains that most of the referrals from Livin come
from their financial inclusion team. The scheme is also
on the housing association’s website, but not
necessarily promoted, to ensure it reaches those who
need it the most. The financial inclusion team will
check if there are any other benefits or grants their
tenant is eligible to claim. If they have exhausted other
options, they will refer them to NEFirst for the no
interest loan scheme.  

In Durham County Council’s case, most referrals come
from the personal finance workshops the Council runs,
although  Paul Atkinson (Durham County Council)
explains that referrals are sometimes made via one-to-
one sessions too. The referring organisation simply
passes on an individual’s contact details to the credit
union, and sometimes the reason for needing a loan
via a simple form. Once this is done, all future contact
comes from NEFirst. Joanne Burnip explained why
Livin tenants access the scheme: 
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Joanne Angus from NEFirst explained that the credit
union will even refer their own customers onto one of
the no interest loan schemes if they are eligible, have
not quite met the criteria for an interest-bearing loan,
and the need is clear.    
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Ident i fy ing  the  customer  
One advantage of the scheme is how quickly
individuals can access the loan. NEFirst knows that
these sorts of referrals are urgent. Joanne Angus
explains how NEFirst contacts the individual and
invites them to join the credit union and apply for a
loan as soon as they receive the referral. Once an
application is received, the first step is to carry out the
required Know Your Customer checks to confirm
someone’s identity. NEFirst will initially run a check
with a credit reference agency. But if they fail this
check, because they are not on the electoral roll, or for
some other reason, Joanne explains how NEFirst tries
to be as flexible as possible about how people prove
their identity. 

“If they fail the [credit reference agency] check, we
will ask for photographic ID and proof of address.
But if they haven't got photographic ID, we don't
automatically exclude them. We'll look at
government gateway or a letter from the housing
department. We look at any way to make them a
member, because some people don't have a
passport.” 
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Assessing  i f  the  loan  is
affordable  
Once an individual’s identity has been confirmed
NEFirst sends the applicant a link to give access to 90
days of transactions on their bank account via open
banking. NEFirst uses this data to assess whether that
individual can afford to pay back the loan. If they can’t,
NEFirst will refer them on to a local or national debt
advice organisation. They will also provide guidance
about what needs to change to be eligible for a loan.   
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Agreeing  the  loan  
The final step is for a loan agreement to be sent out to
the individual to be signed. This is usually done
electronically.  

Most applicants will have the money in their account
within 48 hours of applying for the loan. 

Support  dur ing  the
l i fe  of  the  loan  
NEFirst aims to be as flexible as they can with
customers during their customer journey. For example,
payment holidays are offered if individuals are
experiencing difficulties with making repayments. The
credit union can be contacted by email, via its app, by
phone or in person. The loan can be paid by a range of
payment methods including cash, card, standing order
and direct debit, and repayments can be made weekly
or fortnightly, as well as monthly.  



The data provided to referring organisations is
anonymised and presented at postcode level for data
protection reasons. Nevertheless, both Joanne Angus
from Livin and Paul Atkinson from Durham County
Council were confident that having access to a no
interest loan scheme has prevented individuals from
turning to high-cost credit and local loan sharks.
Joanne Angus from NEFirst recalled a particular
customer they had helped: 

“He had his car window smashed by vandals, which
meant he, you know, he just didn't have the money to
repair his car windows. So he wasn't going to be able to
go to work. So, you know, he actually paid his loan off
and said, ‘I don't know what I would have done. It was a
lifeline. And I got the money in the bank same day, got
my car repaired and back on the road’.” 

Contrary to what you might expect, Joanne Angus
explains that the default rate for the no interest loan
scheme is actually lower than the default rate for their
interest-bearing loans (around 8-9.5% compared to
15%).  
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Impact  and outcomes0 8
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Customers who have a no interest loan often go on to
have a family loan – a loan of up to £500, which is paid
back out of child benefit. Once customers show a good
repayment history, they can go on to have a loyalty
loan of up to £950. This all helps people to build their
credit file, making it easier to access credit in future. 

Joanne Burnip from Livin, also stressed the benefits of
building financial resilience: 

“It's that changed behaviour, which is really
important for us. So that, you know, if this
year they need to go to the credit union to
access that money, to buy school uniforms,
the fact that they're then going to start
saving a little bit, hopefully that next year...
because it's not an unexpected expenditure,
it happens every year.” 

The Durham County Council and Livin Schemes have
helped 132 individuals as of the beginning of 2025 and
70% had a positive savings balance. Uses of the loans
have included fleeing domestic abuse, buying
desperately needed white goods, new carpets or
funding car repairs. 
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Impact  and outcomes (cont)0 9
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Considerat ions  for  other
organisat ions  interested  in
offer ing  a  no  interest  loan
scheme 
NEFirst has a formal partnership agreement in place
with Durham County Council and the two housing
associations they partner with to offer no interest
loans. When asked about advice on how to do this,
Joanne Burnip (Livin) replied: 

“Don’t overthink it. It’s easy.” 

Joanne Angus advised that it was worth putting time
and resource into training front-line advisors in
Councils and other referring organisations about the
value of a loan to people in financial difficulty as this
can feel counter-intuitive to some. 

It was clear that all partners could see the value the
scheme offered. Paul Atkinson (Durham County
Council) commented:  

“For me, being able to signpost individuals
to something like a 0% loan is a useful
option to have. Anything that helps limit the
use of high-cost credit in County Durham is
a good thing, in my opinion.” 

Joanne Burnip (Livin) added: 

“It’s a really vital service for us.” 
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Local no interest loan schemes are a win-win solution for all those
involved. They not only help the individuals concerned, they also
offer a tool for Councils, housing associations and others to
support people who are hit by an unexpected expense, preventing
the need for more expensive intervention further down the line.
Finally, the money is often spent locally, helping to support the
local economy. 

Whilst there will always be a role for hardship grants, no interest
loan schemes mean that a small pot of money is constantly being
replenished and so goes much further. It is also an excellent way
for Councils and other local organisations to support their local
credit union. 

Whilst the roll out of a national no interest loan scheme will ensure
that there is not a postcode lottery of access, there is a
complementary role that local, more targeted schemes can play.  
If you have or are thinking of setting up a local no interest loan
scheme, do drop us a line at fbd@barrowcadbury.org.uk.
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Fair By Design is managed by the Barrow Cadbury Trust on behalf of a
group of foundations. 
Charity number: 1115476. Registered in England No: 5836950

Fair By Design is dedicated to reshaping essential services such as
energy, credit, insurance and payments so that they don’t cost more if
you’re in poverty – also known as the poverty premium. Fair By Design
works with regulators, Government, Parliament and industry to
eliminate the poverty premium. Read more: https://fairbydesign.com/ 
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