
In the UK, more than 14 million people live in poverty and 98% of low-income
households in Britain pays extra for things that are essential to life, like energy,
insurance and credit. This is known as the poverty premium, which describes the
extra costs that people on low incomes face because they cannot afford to
access better deals or pay for products and services upfront.  
 
Fair By Design is the only UK advocacy programme dedicated to tackling the
poverty premium. We are addressing the systems and structures that create this
premium and calling for changes that would mean people on low incomes pay a
fair price for essential services. To achieve this, we put people with lived
experience at the heart of everything we do and strive to leave a legacy where
inclusive design is embedded into policy and regulation as the norm. 
 
Fair, balanced and proportionate regulation that protects low-income consumers
from detriment and harm is key to achieving our mission. Regulators and
regulation should protect and benefit everyone, particularly those on low
incomes who are frequently excluded from financial services without policy and
regulatory intervention.  
 
Growth puts more money into people’s pockets, but inclusive growth does not
assume that growth will automatically benefit people on low incomes. It
proactively addresses inequity through balanced and proportionate regulation
that protects all consumers, particularly the most vulnerable. Growth that is
inclusive by design is paramount to deliver a fair economy where everyone
benefits from economic growth. 

The political landscape 

The Government has placed economic growth at the top of its agenda. In pursuit
of this, the Government is streamlining regulation to enhance the
competitiveness of the UK. The Growth and Competitiveness Strategy was
launched in July this year. The Strategy includes a consultation on the
objectives that financial services regulators must "have regard" to.
 
This is an opportunity to ensure that any shake-up of regulation works to the
benefit of those on low incomes. It is essential that the Treasury maintains the
principles and aims of the “have regard to financial inclusion” so that consumer
protection remains an important cornerstone of growth and financial services. 

Whilst it’s important to address the balance of risk-taking, it’s necessary to
question arguments that assign a causal relationship between deregulation and
economic growth. The Chair of the Treasury Select Committee Dame Meg Hillier
MP has publicly expressed concern about this assumption “Rhetoric and vested
interests aside, where is the proof that stripping away financial services
regulations will generate meaningful growth across the UK? [...] What concerns
me is the seemingly one-sided narrative that stripping back financial regulation is
the holy grail for raising living standards across the UK. Sometimes it feels as
though the Treasury is wilfully forgetting that the rules which attempt to change
the behaviour of financial firms are having the desired outcome — the absence of
a problem.” 
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https://www.gov.uk/government/consultations/fs-sector-strategy-regulatory-environment-cross-cutting-reforms
https://www.ft.com/content/57c14cfd-641f-4edf-9c57-9715a99e6dea


The Financial Conduct Authority (FCA) has also stated that there is a need to
increase the evidence base around the link between regulation and growth, and
raised key questions at the heart of this debate: “Should we increase consumer
protections so that consumers have the confidence to use the services they need
to support engagement in the economy? Or should we focus on reducing the
regulatory burden on industry? Can we do both? What is the right balance of risk
between consumers and firms?” 

There is evidence that consumer protection can spur economic growth. One of
the essential components of growth is ensuring that people have the confidence
to engage in consumer markets, and are protected from harm when they do so.
This simply cannot be delivered without effective and proportionate consumer
protection regulations in place. This is true for individual financial services
providers and the system in its entirety as the failure of one firm can have
knock-on effects across the whole financial services sector and wider society,
as we experienced in the 2008 financial crisis. Regulation protects consumers
from detriment and harm, and helps to build public trust in the financial system
and economy as a whole. This is more important than ever at a time of high
cost-of-living, higher income inequality and increased suspicion of elites, and
political and financial institutions. 

Our view on the Government’s pro-growth, de-regulatory agenda
and why it matters for the poverty premium 
To protect consumers on low incomes from accruing poverty premiums, we
need a strong and well-balanced regulatory system. Effective financial
services regulation needs to find a balance between the benefits for
consumers and the potential for it to stifle and / or support economic growth.
Burdensome or poorly designed regulations can be detrimental; however, an
overly ideological drive to eliminate or drastically reduce regulation can lead to
instability and consumer harm, which, in turn, can entrench inequalities
further.

We recognise that excessive or poorly designed regulations can negatively
impact the economy. Stringent regulations can lead to higher compliance costs
for financial institutions, which are often passed on to consumers through
higher fees and reduced access to financial products. It can discourage
innovation and create barriers to entry for new firms and businesses.Too much
regulation can also negatively impact financial inclusion, as it can increase
costs and limit the range of available products and services.

For example, in pursuit of clarity, the Consumer Credit Act (CCA) prescribes
wording for credit agreements. However, it is overly legalistic, inflexible and
difficult for consumers to understand, especially in relation to complex financial
products or when consumers have limited English proficiency. There is growing
recognition that the inflexibility caused by overly prescriptive legislation needs
to be addressed to ensure that consumers receive information that is clear and
reflects their circumstances. 
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https://www.citizensadvice.org.uk/policy/publications/how-to-deliver-tangible-growth-in-consumer-markets/
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https://one.oecd.org/document/C(2025)25/REV1/en/pdf
https://one.oecd.org/document/C(2025)25/REV1/en/pdf
https://www.citizensadvice.org.uk/policy/publications/how-to-deliver-tangible-growth-in-consumer-markets/
https://one.oecd.org/document/C(2025)25/REV1/en/pdf


Regulation also needs to work hand-in-hand with social policy. Taking another
example from credit, the high-cost credit market has changed markedly since
2016. Firstly, a price cap was introduced alongside a cap on the daily interest
rate and default charges. Further regulations introduced a price cap on rent-to-
own products. As a consequence of these regulations and the implementation of
fairer practices, large fines and general market conditions, major many high-
cost credit providers left the market. This led to fewer people taking out high-
cost loans. However, a lack of foresight and engagement with people who were
using those services means that this has left many people on low incomes
without access to other sources of affordable credit and they are now taking out
unprecedented levels of unregulated Buy Now Pay Later arrangements. This was
a missed opportunity to drive a step change in access to affordable credit,
paired with strong consumer protections and wrap around support, that benefits
individuals and the wider economy.  

Moving towards growth that is inclusive by design 

Balanced and proportionate regulation that is inclusive by design leads to
better functioning markets for all, preventing market concentration and other
distortions that lead to unfair practices. Regulation ensures that firms are not
able to purposefully or inadvertently take advantage of consumers’
vulnerability or make it harder for them to navigate markets, thus tackling
unfair penalties such as the poverty premium. 

None of this means creating a burdensome system that stifles growth. This is a
false dichotomy, as effective regulation forms the basis of well-functioning,
fairer markets. It just means shaping a system that is not blind to socio-
economic inequalities / disadvantage and recognises the role of regulation in
tackling and preventing inequalities. It recognises that not all consumers are
able to participate in markets equally, and as such works to prevent and address
detriment arising from socio-economic disadvantage. Effective and balanced
regulation can lead to growth by protecting those on low incomes, who will have
more financial resilience if they don’t have to pay multiple poverty premiums. 

Balanced and effective regulation is also crucial to enhance standards in
products and services, making sure that firms do not end up in a race to the
bottom to maximise profit to the detriment of consumers. The Consumer Duty is
an important tool that is focusing regulation and markets on positive outcomes
for consumers, and we want to see it embedded effectively across industry.
However, given the pressure on regulators to foster growth, we need to ensure
that a useful tool like the Consumer Duty has a substantive, meaningful impact
on consumer protection and that there are sufficient resources in place to
enforce it. 
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Effective consumer representation is also essential to ensure products and
services are more inclusive. This can suffer if regulation is weakened. It is well-
known that industry sectors such as financial services are infinitely better
equipped to make their voices heard louder than consumers, as the Chair of the
Treasury Select Committee Dame Meg Hillier MP has recently warned: “There is
a severe risk of ‘Treasury capture’ as consumers are outgunned in the battle for
the ear of policymakers”. Regulation that is inclusive by design would ensure
that the consumer voice is heard and acted upon. 
 
As the Fairness Foundation has also pointed out“ [a] government that is serious
about breaking down barriers to opportunity needs to embrace effective
regulation as a means of shaping growth that is broad-based and inclusive.” A
strong regulatory system “is the mechanism that ensures that we minimise the
risks of the free market. [...] This is a vision of growth that is grounded in the idea
that we are all stakeholders in our economy”. This is about the type of growth we
desire as a society, instead of blindly aiming for growth for the sake of growth.  
 
If we are all stakeholders in our economy, then growth must be inclusive by
design. Effective regulation that guarantees consumer protection can help with
that, as it can ensure that products and services will not cause unfair detriment
to anyone, especially those on low incomes or who are vulnerable. It’s about
developing economic growth policies that are inclusive by design, taking into
account existing inequalities such as poverty premiums and addressing them,
instead of these inequalities being an afterthought that needs to be corrected
for in the future. It is also about making sure that there are tools in place like
“have regards”, to ensure that consumer protection, and in particular protection
of those on low incomes, doesn’t slip down the priority list within regulators or
in Government. 

@FairByDesign @fairbydesign.bsky.social

/fairbydesign @fairbydesign9459 fairbydesign.com

Fair By Design is dedicated to reshaping essential services such as energy, credit and
insurance 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. Fair By Design is managed by the Barrow Cadbury Trust
on behalf of a group of foundations. 

For further information, please contact: FBD@barrowcadbury.org.uk

About Fair By Design 
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