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There are around  

2.4 million children 
living in families with problem 
debt in England and Wales.

Children living in families with 

problem debt are 5 times 
more likely to be at risk of having 
low well-being than those not 
facing difficulties with debt.

An estimated  

half a million children 
living in families with problem 
debt have low well-being.
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Executive summary

Building on The Children’s Society’s 
previous research, the aim of this 
study was to provide fresh insights 
on how low well-being and poor 
mental health in children are linked 
to household poverty and problem 
debt; and to explore the views of 
children and parents who live in 
low income households with debt 
problems on how their family's 
financial situation affects their 
well-being and mental health. 
Based on our findings, we provide a 
series of policy recommendations 
to address these issues and 
ultimately to improve the lives of 
children and young people.

Key findings from the 
research:

  According to our original 
analysis of quantitative data, debt 
and poverty are associated with 
separate effects on children’s 
mental health. Children living in 
low income households are at 
greater risk of having poor mental 
health. Separately, the number 
of debt types – rather than the 
overall amount of debt a family 
has – is associated with poorer 
mental health in children. Children 
in families with multiple debt types 
are at greater risk of experiencing 
mental health problems than 
children in families with fewer  
debt types.  

  However, this relationship is 
mediated by financial difficulties 
and income. Thus, children in 
families on a high income without 
financial difficulties appear to 
be protected from the potential 
negative impact of number of debt 
types on their mental health.

  Around 5% of children in 
households who have no difficulties 
with debt are predicted to have low 
well-being, compared to 23% of 
children in households who have 
debt with arrears – this means that 
children in households who have 
debt with arrears are five times 
more likely to have low well-being 
than those with no difficulties  
with debt.

  Both parents and children 
said experiences of debt left 
them feeling stressed, anxious 
and depressed – some parents 
reported specific symptoms like 
migraines, sleeplessness or  
losing weight, or had received 
specific treatment like being on 
anti-depressants.

  There was an overwhelming 
sense of shame and 
embarrassment felt by both 
parents and children – parents  
felt ashamed of not being able  
to manage money effectively;  
children felt embarrassed by  
being unable to afford normal 
things like their peers, and being 
unable to socialise.

  Children felt guilty, anxious and 
felt like failures about not being 
able to help their parents deal  
with debt – it had an impact on 
their confidence and feelings of 
self-worth.

  Debt led to arguments within 
families between parents, parents 
and children, and between siblings, 
and left parents feeling like they 
were not in control of their lives and 
could not protect their children.

  Debt meant not being able to go 
on outings, take part in activities 
like sports or school trips, missing 
out on things like birthdays, 
extended family gatherings or 
family holidays – it left parents 
and children feeling isolated and 
excluded; debt meant not being 
able to spend quality time with 
family members.

  It is difficult to disentangle debt 
from other money problems as 
well as from other problems faced 
by family members, like physical 
health and domestic violence and 
existing mental health issues, all of 
which can further affect children’s 
well-being and mental health. 
Nevertheless, it was clear from 
what parents and young people 
told us that debt had an important 
impact on their lives.

Headline recommendations:

  Introduce a statutory 'breathing 
space' scheme to protect families 
and young people from charges, 
mounting interest rates and 
enforcement action until they 
can put in place an affordable 
repayment plan.

  Make sure that all families and 
young people can access adequate 
financial support if needed to 
prevent them from falling into 
problem debt.

  Make sure parents and young 
people in poverty and problem debt 
can access appropriate counselling 
and mental health support.

A full list of detailed 
recommendations is available at 
the end of the report.
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Introduction

In recent years the issue of 
personal debt and its impact on 
families, particularly those living 
on low income, has become 
salient. While there is already a 
considerable body of evidence 
on how debt affects adults, much 
less is known about the impact 
on children. Yet according to our 
research, there are around 2.4 
million children living in families 
with problem debt1 in England  
and Wales.

A review commissioned by 
The Children’s Society in 
2014 found that families with 
children are ‘more vulnerable 
to income and expenditure 
shocks which subsequently 
create debt problems’.2 Families 
may take on higher levels of 
credit commitments than 
other household types to meet 
the additional welfare and 
developmental needs of children. 
At the same time, their childcare 
responsibilities mean that 
parents are limited by the kind of 
employment they can undertake. 
Parents often turn to credit to fill 
the income or expenditure shock, 
which leads to further interest 
and charges leading to a ‘debt 
trap’ where finances spiral out 
of control. For example in our 
previous research we found that 
46% of families we surveyed  
did not believe they could afford  
to pay an unexpected expense  
of £500.

Our research for the Debt 
Trap3 report (2014) – and three 
subsequent reports (Payday not 
Playday4, Show Some Warmth5 
and Wolf at the Door6) – exposed 

the range of ways in which debt is 
impacting on children. 

As highlighted in the Debt Trap, 
the reduced living standards 
experienced by families in debt, 
coupled with the ‘shocks’ and 
disruption to children’s lives 
caused by these events within the 
family environment, can affect 
children’s well-being and mental 
health. While some of this may be 
mitigated by children’s individual 
attitudes and personalities, the 
degree to which parents are able 
to manage financial problems 
effectively and shield their 
children from these effects is also 
an important factor. 

‘ My husband got hit
on the recession with 
the building trade so 
we lost everything… 
I had a four 
bedroomed house 
over there which 
we mortgaged; we 
lost it…We did get hit 
hard.’ 
Mum

Our research has shown that the 
impact of debt on children can be 
both direct and indirect. The strain 
placed on family relationships by 
financial difficulties associated 
with debt – whether this leads to 
arguments between parents, or 
between children and parents – is 
an important consideration which 
demonstrates an indirect impact 

of debt on children’s well-being. 
On the other hand, experiencing 
first-hand the emotional distress 
and fear of having bailiffs coming 
to the house or being evicted 
from your home can have a direct 
and lasting impact on a child. 
Importantly, there are other 
factors which may be linked to 
economic shocks affecting a 
family – such as families having 
to move house and children losing 
touch with their friends – that 
will have additional implications 
for children’s well-being. As such 
it can be difficult to disentangle 
the specific impact of debt on 
children’s well-being from other 
related life events. 

Based on our present and past 
research, it is clear that this is an 
under-researched area and there 
is limited evidence on the precise 
nature of the relationship between 
problem debt and children’s 
mental health and well-being. 
While more is known about the 
links between adult mental health 
and debt, very few studies look 
specifically at the links between 
family debt and children’s mental 
health, and particularly whether 
there are any causal links.

Given the lack of available 
research in this area, this report 
seeks to explore the links between 
problem debt and children’s 
well-being and mental ill-health 
in greater detail, and to provide a 
series of policy recommendations 
to address these issues and 
ultimately to improve the lives  
of children.



The Damage of Debt
The impact of money worries on children's mental health and well-being

6

Methodology

The aim of this study was to 
provide fresh insights on how low 
well-being and poor mental health 
in children are linked to household 
poverty and problem debt. The 
study also explores the views of 
children and parents who live in 
low income households with debt 
problems on how the financial 
situation of their family affects 
their well-being and their mental 
health. We did not aim to explore 
the causal relationship between 
debt and poverty on children’s 
mental health or well-being, 
however some of these issues 
were touched on by the parents 
and young people through our 
qualitative interviews. 

For the purpose of this study, 
‘problem debt’ refers to 
households who are currently or 
have in the past been in arrears 
on a household bill or credit 
commitment7; ‘well-being’ refers 
to how a person feels about 
themselves and their life8; and 
‘mental health’ refers to specific 
symptoms that a person may 
be experiencing such as stress, 
anxiety and depression, or to 
formally-diagnosed and treated 
conditions.9 

The study utilised a multi-method 
approach including:

  a review of existing academic 
and grey literature

  a quantitative analysis of the 
Millennium Cohort Study (MCS)
to explore the links between debt 
indicators and the Strength and 
Difficulties Questionnaire (SDQ) 

which provides a proxy measure 
for some mental health issues

  an analysis of data from  
The Children’s Society’s well-being 
survey, exploring the effect that 
debt and income had on children’s 
self-reported subjective well-being 
and how they feel about their life

  a series of interviews and  
focus groups with young people 
and parents.

We conducted individual semi-
structured interviews with 13 
parents and six children as well 
as three focus groups with 15 
young people.10 Two focus groups 
involved young people leaving care 
(‘care leavers’) while one group 
involved young people with caring 
responsibilities within their family 
(‘young carers’). 

We interviewed families who had 
personal experiences of living 
on low income and debt at some 
point. Although the financial 
circumstances and experiences 
of families were explored with 
parents and children – for 
example by talking about the level 
of debt, numbers of creditors that 
families had, and their experience 
over time – each individual’s 
interpretations of what these 
concepts mean will differ. Through 
the interviews we wanted to 
better understand some of the 
reasons why debt may be having 
an impact on children’s well-being 
and mental health issues. As part 
of the interviews we asked about 
parents’ and children’s emotional 
well-being, and the thoughts 

and feelings they associated 
with their experiences of living 
in debt. We tried to find out how 
debt problems were linked to 
stress, anxiety and depression – 
particularly by children and young 
people – and whether there were 
any differences between different 
children within the family. We 
also conducted focus groups with 
care leavers and young carers 
to understand the particular 
challenges and pressures faced 
by young people who either have 
caring responsibilities for family 
members or who are on their own 
and unable to rely on the support 
of families. The project also sought 
advice from an external advisory 
group made up of experts from 
the field of adult and young 
people’s mental health, debt  
and poverty.
 



The Damage of Debt
The impact of money worries on children's mental health and well-being

7



The Damage of Debt
The impact of money worries on children's mental health and well-being

8

Chapter 1: Existing evidence on the links between debt, 
poverty and children’s well-being and mental health

Previous research by The 
Children’s Society11 has suggested 
that financial difficulties 
experienced by families have a 
detrimental effect on the well-
being and mental health of parents 
as well as children and young 
people. Our Debt Trap research 
(2014) showed that of those who 
responded to our survey, half of 
parents in arrears (47%) said that 
their financial situation caused 
their children emotional distress. 
A quarter said that it had resulted 
in their children feeling stressed 
or anxious and 19% said that it 
contributed to them having mood 
swings.12 When we asked the 
children in families in problem 
debt13 for their perspective, 58% 
reported feeling worried about 
their family’s financial situation – 
this compares to 31% of those not 
in arrears.14 However, our previous 
research did not look in detail at 
how these feelings may come 
about, or how these may be linked 
to mental ill-health in children. 

To explore what evidence already 
exists on the impact of problem 
debt on children’s mental health 
and well-being we conducted 
a review of academic and grey 
literature including research from 
the UK and abroad.15  

‘A credit card isn’t 
your money...You’re 
spending money that 
you don’t have and 
you’ve got to pay it 
back. So you’re living 
in debt for, like all 
your life, practically…
I’d rather just not 
have it because once 
you have it you’re 
stuck with it.’ 
Young person, 17

Studies with children and 
young people

Although this area of research 
is still largely underexplored, 
researchers have begun to shed 
light on the links between problem 
debt and children’s mental health 
and well-being. For example a 
recent study in the US16 estimated 
associations between the total 
amount of parental debt and four 
types of debt (home mortgage, 
student loan, automobile and 
unsecured debt) with children’s 
socioemotional well-being which 
is measured using an index 
based on behaviour problems 
in children.17 Using population-
based longitudinal data for over 
9,000 children and their mothers 
observed annually or biennially 
from 1986 to 2008, the study 
showed that greater total debt 
was associated with poorer 

child socioemotional well-being. 
However, this association varied 
by type of debt. Specifically, higher 
levels of home mortgage and 
education debt were associated 
with greater socioemotional 
well-being for children – whereas 
higher levels of, and increases in, 
unsecured debt were associated 
with lower levels of, and declines 
in, child socioemotional well-being. 
The researchers suggest that debt 
may not be universally harmful for 
children’s well-being, particularly 
if used to invest in a home or in 
education. However, unsecured 
debt is negatively associated with 
socioemotional development. 
This may reflect limited financial 
resources to invest in children 
and/or parental financial stress.

Other evidence focuses on the 
broader impact of financial 
difficulties experienced by families 
on children’s mental health and 
well-being. For example one study 
published in 2004 considered the 
influences of economic hardship 
on children’s mental health 
during a nationwide economic 
recession in Finland, based on 
data from over 500 families 
including 12 year old children and 
their mothers and fathers, from a 
population sample. The findings 
suggested that (in that context), 
economic hardship18 could lead 
to deterioration in children’s 
mental health, concluding that 
a reduction in disposable family 
income constitutes ‘a risk for child 
mental health through increased 
economic pressure and negative 
changes in parental mental health, 
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marital interaction, and parenting 
quality’.19 It is important to note 
though that this study did not 
focus solely on debt, but rather  
a broader spectrum of economic 
hardship.

Due to the way in which data 
collection is conducted, some 
studies on debt and mental 
health of adults do capture data 
about children (for example 
see reference to the meta-
review by Jenkins et al below, 
which includes data on 16 and 
17 year olds). In addition, some 
research focuses on young 
adults living independently. For 
example, findings from Action 
for Children’s20 research in 2014 
showed that 67% of households 
across the UK headed by 18–25 
year olds have unsecured debt.21 
The research argues that young 
people who experience financial 
problems are more likely to 
take risks, be unsafe or become 
homeless. This can affect their 
mental health and employment 
prospects.

What is clear is that there is 
currently a lack of evidence 
pertaining explicitly to the impact 
of problem debt and children’s 
mental health and well-being. 
While studies show links between 
debt and adult or parental mental 
ill-health, very little is available 
where children’s mental health is 
concerned. Therefore, some of our 
literature review relies on learning 
from adult-based studies about 
the emotional impact of debt on a 
household to gain a better insight. 
The lack of existing evidence 
makes original research in this 
area a priority.  
  

Studies with adults

We know from national datasets 
that adults with mental health 
problems in Britain are more 
likely to report debt problems 
than those who don’t have mental 
health problems.22 For example, 
research from Leicester University 
(2005), which analysed the British 
Household Panel Survey (BHPS), 
found that adults in charge of 
household finances who have 
outstanding credit, excluding 
mortgage debt, and who have 
higher amounts of such debt, are 
less likely than average to report 
high levels of psychological well-
being.23 More recently, research 
by Citizens Advice (2014) found 
that nearly three in four people 
(73%) seeking debt help from the 
charity said their money worries 
were making them feel stressed, 
depressed or anxious.24 

Types of mental health 
issues

In our qualitative interviews we 
explored a range of symptoms 
linked to mental ill-health and 
low well-being including stress, 
depression and anxiety. Although 
we did not ask children or parents 
specifically about diagnosed 
mental health conditions, in some 
cases this information emerged 
naturally. Some of the available 
literature explores whether debt 
is linked to specific mental health 
symptoms. For example, research 
published in the European Journal 
of Public Health25 in 2012 has 
shown that adults in debt are 
three times more likely than 
those who are not in debt to 
have common mental disorders 
including depression and anxiety. 
The research showed that the 
prevalence of mental health 

issues existed irrespective of the 
source of the debt. A systematic 
review and meta-analysis of the 
links between unsecured debt 
and mental and physical health 
found that depression and debt 
were linked, and that those with 
depression are more than twice  
as likely to be in debt. The 
study also found that debt was 
associated with more severe 
symptoms of depression.26 

Furthermore, a study27 from the 
United States – which looked 
at the associations of multiple 
indices of financial debt with 
psychological and general health 
outcomes among 8,400 young 
adult respondents from the 
National Longitudinal Study of 
Adolescent Health – found that 
reporting high financial debt 
relative to available assets is 
associated with higher perceived 
stress and depression, as well 
as worse self-reported general 
health outcomes. This study 
is particularly significant as it 
controlled for prior socioeconomic 
status, psychological and 
physical health. The researchers 
argue that ‘debt is an important 
socioeconomic determinant 
of health’ and needs further 
attention.
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‘If you don’t pay it 
back, it accumulates 
and gets bigger…
my credit card 
was £800. So 
when I went to the 
hospital, by the time 
I came back and 
everything…after a 
couple of months, 
it has got into like 
almost £3,000…
So you have to try 
and prevent that 
one from increasing 
because you’ll pay 
that all your life.’ 
Single mum with young child

Characteristics of debt

As part of this research, we 
sought to better understand what 
specific characteristics of debt 
– such as the overall amount of 
debt and the number of creditors 
that families had – were linked 
to poor well-being and mental 
health in children. Our previous 
research has indicated that 
having multiple debts can have 
detrimental effects on children 
– we looked in detail at certain 
types of debt such as energy and 
council tax debt. However, less 
is known about how feelings of 
stress, depression and anxiety 
among children are linked to the 
number of different debt types 
that a family has or the overall 
level of debt. Existing research 
on debt experienced by adults 
suggests that the number of 
debts is significant. For example, 
Jenkins et al (2008) found that 
the more debts people28 had, 
the more likely they were to have 
some form of mental disorder29, 
even after adjustment for income 

and other sociodemographic 
variables. The study showed that 
people with six or more separate 
debts had a ‘six-fold increase in 
mental disorder’ after adjustment 
for income.30 A later study (2012) 
found that adults in debt from 
multiple sources, and who had to 
obtain money from pawnbrokers 
and moneylenders, had high rates 
of common mental disorder.31  
As mentioned earlier, there 
is some evidence that not all 
debt may negatively impact 
on children’s well-being – with 
some debts (such as mortgages) 
potentially associated with 
positive outcomes. 

Differentiating problem 
debt from low income and 
other financial difficulties

One issue we sought to explore 
in this research – through both 
our quantitative and qualitative 
analysis – was whether debt 
had a separate and independent 
impact on children’s mental 
health and well-being to living 

Case study – Lydia, mum 
Lydia’s family has experienced money problems for a long time and has built up significant debt 
with a number of creditors, including loans, overdrafts, store cards and credit cards. Lydia has 
found it very difficult to manage this and often does not open bills, subsequently accruing late 
payment charges.

She feels that her family’s choices are significantly restricted due to her debt. The family has to 
keep to a very tight budget with no room for extra outgoings. They have just enough to buy basic 
food and she only purchases clothes from charity shops. They cannot go on any family trips or 
outings, and the debt puts a strain on relationships within her family. Lydia worries about the effect 
that being in debt has on her children and their anxiety and stress levels. 

Being in debt significantly affects her mood, causing her stress and anxiety. She often feels 
exhausted and depleted by her debt problems, particularly in trying to deal with creditors. As a 
result of the stress of being in debt Lydia gets frequent migraines.

Despite trying to reduce payments with individual creditors numerous times, Lydia was unable to 
do this herself and this caused her great distress. Eventually she sought debt consolidation help 
and now pays a fixed monthly amount to one company that handles the payments to her creditors.
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in low income or other financial 
difficulties. As Berger and Houle 
(2016) point out, there is an 
abundance of research showing 
that ‘low income, poverty, and 
economic hardship are associated 
with children’s well-being’32 and 
that these associations may be 
causal. A recent systematic review 
published in the UK on the impact 
of income on children’s outcomes, 
including their mental health, 
also supports the argument that 
income poverty does matter when 
it comes to children’s outcomes.33  
However, the evidence on the 
independent effects of problem 
debt on children’s well-being – 
beyond debt’s association with 
having a low income within the 
family – is limited. Our analysis  
of the Millennium Cohort Study in 
the next chapter suggests  
that there are independent effects 
of household debt, low income  
and financial difficulties (as 
reported by parents) on children’s 
mental health.

Considering causal links 
between debt and  
mental health

One question which invariably 
arises from this area of study 
is the directional relationship 
between debt and mental health 
– do experiences of problem debt 
in families cause mental ill-health 
in parents and children or does 
mental ill-health (either parental or 
children’s) lead to families falling 
into debt? Or does something 
else cause parents and children to 
experience both mental ill-health 
and debt? 

Our report does not seek to 
answer these questions. From 
the limited evidence we have 
considered, this relationship 
seems complex, particularly as it 
relates to children. One systematic 
review of research on the links 
between indebtedness and health 
considers some of these causal 
links. For example, whilst the 
presence of debts may result in 

emotional strain, there is also 
evidence to suggest that having 
mental health issues can lead 
to adults, including parents with 
dependent children, to experience 
problem debt.34 In fact, we know 
from our work with young carers 
that parents struggling with 
mental health issues, for example, 
are less able to provide for their 
families and may find themselves 
being forced to borrow money as 
a result. Similarly, we know that 
children’s mental and physical 
health problems can have an effect 
on their parents’ ability to maintain 
their level or types of employment 
and can lead to income shocks 
pushing families into debt.

Whatever the direction of 
causality, the link between debt 
and children’s well-being and 
mental ill-health is significantly 
underexplored. The aim of our 
report therefore is to add further 
insight to this area of study.
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Chapter 2: Analysis of the quantitative data

Our recent review of the available 
evidence has shown that poverty 
and other financial difficulties 
are associated with greater risks 
of mental ill-health in children 
and young people.35 However, 
the impact of household debt on 
children’s mental health and the 
separate effects that debt and 
poverty have on children remain 
underexplored. To understand 
these issues better, we analysed 
two national data sets: the 
Millennium Cohort Study and data 
from The Children’s Society’s well-
being survey. Each survey includes 
different indicators of problem 
debt and household income, and 
children’s mental ill-health and 
subjective well-being – so we have 
presented the analysis in two 
separate sections.

2.1 Analysis of the 
Millennium Cohort Study 

Using the fifth wave of the 
Millennium Cohort Study – a 
national longitudinal birth cohort 
study of children born in 2000–
01 – our analysis explored the 
associations between different 
variables: household debt, 
household income and the self-
reported financial difficulties 
expressed by parents, and an 
indicator of the mental health of 
children in the household.* 

The variables used in our analysis 
were: household income36, 
amount of debt37, number of debt 
types38 and self-reported financial 
difficulties experienced by the 

household.39 The mental health 
of the child was measured by 
parents’ responses to the Strength 
and Difficulties Questionnaire 
within the MCS40. The SDQ 
is widely used as a measure 
of children’s mental health 
problems, with many validation 
studies suggesting that the SDQ 
is consistent across developed 
populations. Children who score 
highly on the SDQ are more likely 
to have psychiatric disorders 
such as anxiety and conduct 
problems41, and studies suggest 
that the SDQ is a good predictor of 
children’s mental ill-health.42  

The SDQ measures the five 
‘domains’ of hyperactivity, 
emotional symptoms, conduct 
problems, peer problems and 
pro-sociality. The ‘total difficulties’ 
(TD) score used in this analysis 
is based on the first four of 
these domains (ie excluding 
pro-sociality) in order to capture 
children’s social and emotional 
difficulties. In this wave of the 
MCS, the questionnaire was 
completed by the child’s main 
parent (usually the mother).  
The parent was asked to rate  
‘how true’ various statements 
were relating to the child’s 
behaviour. For instance, parents 
were given statements such as  
the child ‘often has temper 
tantrums,’ and were asked to 
rate whether these statements 
were not true, somewhat true or 
certainly true.43**  

The impact of multiple 
debts, low income and 
financial difficulties on 
children’s mental health

Our analysis of the MCS data 
suggests that when families on low 
income are struggling financially, 
the number of debts they owe has 
a significant negative impact on 
children’s mental health. 

Our analysis found that higher 
numbers of debts were associated 
with higher total difficulties scores 
– indicating worse mental health 
in children. In particular, we found 
that for families on low income 
who report having financial 
difficulties, as the number of 
debts increases so too does the 
likelihood of children's mental 
health problems. However, for 
families on a high income who do 
not report financial difficulties, 
there are no associations between 
the number of debts they have 
and the total difficulties scores 
in children. So even where the 
number of debts increase, 
children’s mental health is 
predicted to stay relatively 
constant. This relationship is 
demonstrated in Figure 1 on the 
next page. 

*The children in the cohort were aged around 11 years at the time of this survey.
**  We conducted a series of quantile regressions to explore the associations between household financial situations and children's total 

difficulties scores.
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Figure 1: The graph below displays the predicted median total difficulties scores for 
children in the Millennium Cohort Study by different household financial situations.*

Case study – Julia, mum 

Julia lives with her partner and two young children. Although she is currently on maternity leave 
and receiving statutory maternity pay, she normally works, as does her partner. Due to child care 
costs they have decided that the only way to make things work financially is for her partner to stop 
working and take care of the children when Julia returns to work. 

When Julia reflects on how hard things have been she gets very distressed. Her partner suffers from 
depression and Julia feels that the debt situation has aggravated his condition. Their debts owed to 
several different creditors have accumulated over several years to tens of thousands. Their creditors 
include banks, loan companies and store cards. The main problem appears to be their low income. 
Despite both parents working, they are not able to afford the things that they feel a working family 
should be entitled to, such as having a nice home for their family and going on a family holiday once 
a year. 

They were making minimum payments so were ‘managing’ until things stopped feeling sustainable – 
when the statutory maternity pay kicked in. They went to Citizens’ Advice and StepChange  
for support. 

*   ‘Lower income’ is the bottom 25% of the OECD weekly income (monetary value = £178.30 a week), while ‘higher income’ is the top 25% 
of the OECD weekly income (monetary value = £454.50).
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The impact of the amount 
of debt families have on 
children’s mental health 

Our analysis of the MCS found 
that the amount of debt in a 
family has almost no association 
with total difficulties scores. 
However, children in households 
with very large amounts of debt 
have lower total difficulty scores, 
at a statistically significant level 
– implying that children in these 
families have better mental health. 
This may be because large debt 
reflects the ability of a household 
to borrow large amounts of money 
(such as for mortgages), which 
could reflect a good financial 
background. We also found that 
a higher weekly income within a 
household is associated with  
lower total difficulties scores – 
again implying better mental 
health in children. 

As highlighted earlier in our 
literature review, there is some 
evidence to suggest that some 
types of debts – particularly 
those which allow for investment 
in homes like mortgages and 
parental education like student 
loans – may be associated with 
greater socioemotional well-being 
for children, whereas other debts 
are negatively associated with 
socioemotional development. 

Low income and financial 
difficulties and children’s 
mental ill-health

Our analysis of the MCS also 
highlighted that, regardless of 
whether the family had debts, 
children in low income families are 
more likely to have higher total 
difficulties scores than those in 
high income families. This means 

that children in poorer households 
are more likely to suffer worse 
mental health than their more 
affluent peers. This is also true 
– though to a lesser extent – for 
children in families who reported 
financial difficulties within the 
household; reporting financial 
difficulties was associated with 
higher total difficulties scores in 
children indicating worse mental 
health in children. 

Conclusions from the MCS 
analysis

From our analysis of the MCS we 
found that the monetary amount 
of debt is a poor predictor of 
children’s mental health at age 
11. However, the more debts a 
family has, the worse the child’s 
mental health is likely to be. 
This is mediated by income and 
financial difficulties so that in high 
income families with no reported 
financial difficulties, there are no 
associations between numbers of 
debt types and children’s mental 

ill-health. However, in low income 
families experiencing financial 
difficulties, the more types of 
debt a household has, the worse 
children’s mental health is likely 
to be. The analysis also showed 
that, regardless of how many 
debts their parents had, children 
in poorer families were more likely 
to suffer worse mental health than 
their more affluent counterparts.

These findings suggest that 
having to juggle different numbers 
of creditors could be an additional 
stressor for financially stressed 
households, particularly those 
already living on low income, 
and that these factors had a 
negative impact on children’s 
mental health. A larger number 
of creditors could also imply that 
families had reached their credit 
limits and were taking out multiple 
credit cards, or more generally 
were more heavily reliant on 
consumer credit.

Case study – Nick, teenager 

Ever since Nick can remember, his family have struggled with 
their finances. Growing up he has always been conscious of the 
household budget. His family has just enough money to cover 
the basics but they have to keep to a strict budget to do so. They 
have to make compromises on what they purchase, and Nick 
describes this as a time-consuming, shared family task which 
they are all involved in. 

When Nick thinks about money problems and debts he thinks 
of household bills and other family outgoings. He often doesn’t 
have enough money to buy himself new shoes or clothes and 
doesn’t get to socialise with his friends much as he cannot 
afford the activities they do. He feels he is losing his connection 
with his friendship group as he doesn’t get to hang out with 
them. Nick constantly feels anxious about his family’s financial 
situation.
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2.2 Analysis of  
The Children’s Society’s 
well-being survey data

To further explore the links 
between debt and children’s 
well-being, we analysed data 
from The Children’s Society’s 
well-being survey of children and 
parents in households across the 
UK, conducted in 2013. As part 
of this analysis we considered 
the associations between the 
household debt, as reported by 
parents within the household, and 
subjective well-being as reported 
by children themselves. The final 
sample involved 2,163 households 
with children aged 10 to 17 across 
the UK.

One adult in each household was 
asked to report on the extent of 
the family’s difficulties with 15 
types of debt44 where responses 

ranged from having no debt to 
having been in arrears for over 
12 months.45 One child in each 
household was also asked about 
how they feel about their life 
through a series of five questions46 
in order to capture their subjective 
well-being.* 

Findings from the analysis 
of children’s subjective 
well-being 

Children living in households 
where parents reported debt with 
financial difficulties or debt with 
arrears were both more likely to 
have low well-being than those 
living in households without 
debt.47  According to our analysis, 
23% of children – almost a 
quarter – are predicted to have 
low well-being in households with 
problem debt (ie households 
with arrears). But in households 

experiencing difficulties with debt 
(ie without arrears) only 14% of 
children are predicted to have low 
well-being, while even fewer – 5% 
of children – are predicted to have 
low well-being in households that 
aren't experiencing difficulties 
with debt.

These results show that household 
debt is associated with children’s 
subjective well-being, and that 
children in families experiencing 
difficulties with debt and being 
in arrears are at a greater risk of 
having low well-being. In particular, 
our analysis shows that children 
living in families with problem 
debt – those with arrears – are 
five times more likely to be at risk 
of low well-being than children in 
families who don’t have difficulties 
with debt.

*  We carried out logistical regression models to explore the odds of having high well-being or low well-being depending on different 
household financial characteristics.
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Chapter 3: What young people and parents told us about 
the impact of debt and low income on their well-being

To find out more about how 
problem debt and low income 
might be affecting young 
people’s emotional well-being, 
we interviewed 13 parents and 
six children individually, using a 
semi-structured interview format 
to talk about their experiences. 
We also spoke to 15 young people 
through three focus groups; two 
involved young people who were 
‘care leavers’ and one involved 
children and young people who 
had caring responsibilities within 
their families (referred to as 
‘young carers’). The young people 
we spoke to – either through 
individual interviews or focus 
groups – were aged between 11 
and 21. 

The findings from the qualitative 
part of our research are set out in 
this chapter under a number of 
key themes and through a series 
of anonymised case studies. All 
the names in case studies have 
been changed and key identifying 
information has been excluded to 
protect participants’ anonymity.

Families’ financial 
situations

The families we interviewed 
had varying levels of debt – 
either currently or in the past. 
These ranged from several 
thousand pounds of debt to 
around £40,000. Most families 
we spoke to reported having a 
range of creditors including utility 
companies, council tax debt, 
student loans, store and bank 
cards, among others. Families 

also told us about owing money 
to friends and family members, 
including in some cases their 
adult children, while some families 
owed money to acquaintances 
or members of their community. 
In addition to borrowing money, 
families spoke about doing odd 
jobs and helping out others in their 
community – for example elderly 
residents at their local church – to 
earn extra money. 

Reasons for families 
getting into debt

There were many different 
reasons and circumstances which 
contributed to families getting 
into debt. Echoing findings from 
our 2014 Debt Trap report, in 
many cases debt was caused by 
an income or expenditure shock, 
or a significant life event. Two of 
the families fell into debt due to 
serious parental physical ill-health. 
One family we spoke to had lived 
on low income for many years, 
even though the mother had been 
a senior manager working full 
time. However, due to a serious 
illness she could only work part 
time and her income reduced 
significantly leaving her family, 
including two children, in debt. 
Another family’s experience 
of domestic violence led them 
into debt. The mum – who had 
previously held a professional 
post – had to flee with her three 
children. She had taken a loan 
out on behalf of her abusive ex-
husband but his unwillingness 
to repay the loan left her with 
considerable debt.

Pregnancy and maternity leave 
were also cited by parents as 
either instigating a spiral of debt 
or exacerbating the family’s 
financial hardship. This was due to 
pregnancy-related health issues 
or a change in family income 
levels. In one case the mother 
fell pregnant and, due to poor 
physical health, was hospitalised 
and eventually lost her job, at 
which point her debts began to 
accrue. Another family’s financial 
situation worsened during the 
mum’s maternity leave due to the 
low level of maternity pay, despite 
both parents being in work prior to 
the maternity leave.

Most of the families we spoke to 
had at least one parent in work 
while some were also receiving 
benefits to top up work or due 
to unemployment. For two of the 
families a contributing factor to 
them ending up in debt was that 
they had ‘no recourse to public 
funds’ as a result of the condition 
on their leave to remain in the UK. 
This meant that while they were 
allowed to work, for a number of 
years they could not access any 
mainstream benefits such as child 
benefit or tax credits so had to 
survive on extremely low income.
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‘What makes me 
stressed about debt 
is when I don’t have 
money to do stuff, 
no money to pay this 
off. When I’ve got to 
the point I’ve got no 
money, I feel anxiety. 
I feel shook up.’ 
Care leaver, 21

Feelings of stress, anxiety 
and depression 

Most of the parents and children 
we spoke to said they felt stressed, 
anxious or depressed as a result 
of their experiences of living in 
debt. Some parents spoke about 
specific symptoms which they 
had experienced, such as 
migraines, teeth grinding, being 
unable to sleep at night, and 
feeling depressed.

Parents found it very difficult 
and distressing not being able to 
afford to buy their children even 
basic things and continuously 
having to say no. As one parent 
explained: ‘this year [for my son’s 
first] birthday I was in a hostel…I 
couldn’t even afford just one drink 
[for her son]. I couldn’t do nothing. 
You know it hurts, you know when 
you see your baby, when you go 
out and he wants something. You 
can’t afford it. He starts crying…
it’s just difficult…You know the 
basic things your child needs, you 
can’t afford it. It’s very horrible.’

Parents and children also found 
it very distressing when bailiffs 
came to the house to remove 
items or to force them to leave the 

house, and children witnessed this 
first hand. One mother described 
the harrowing experience of being 
evicted from her accommodation 
with her infant son. They were 
forced to leave their home and she 
could not carry his toys with them: 
‘They just came that morning. I 

could only take the things that 
I could carry. He was crying 
because…his bed, his things, they 
were taking it out, they took us 
out, he just started crying and 
screaming and he didn’t want to 
go out of the house…Anything [her 
son] pointed at I carried it out…      

Case study – Angela, mum 

Angela had been working long hours, juggling repaying her 
debt and trying to provide for her children: ‘My priority was 
for my children to be warm during the winter and have 
something to eat, have some clothes to own and make 
them happy. I know [the debt] was owed but my priority 
was on my children, so yes it was a worry.’

Her situation was complicated by her immigration status. 
She has lived in the UK for many years and has permission to 
live and work here but not to claim any mainstream benefits. 
Like thousands of other families, she has a condition on her 
permission to stay in the UK called ‘no recourse to public 
funds’.48 This means not being able to get tax credits or child 
benefit or access passported benefits like free school meals 
or free childcare for disadvantaged children. Although this is 
not the reason why she got into debt in the first place, living on 
low income and not being able to access top-up benefits has 
exacerbated her debt situation and put additional pressures on 
her and her children.

‘I couldn’t sleep because I panicked that my children 
will not eat…my wage went to pay my rent and then 
childcare, if I didn’t pay childcare I couldn’t work to even 
pay for the rent…I was just working like 70 hours a week, 
and it still wasn't enough…In the night I would be just 
crying. I don’t even want to get up from bed, I didn’t want 
to even draw the curtains. I was on that medication, still I 
was panicking, I was worried every day.’

She described a time when council tax collection had taken 
money out of her wages. After paying her rent, she was left with 
just over £1 per day per person to feed herself and her children 
for the month. And she still needed to pay for child care in order 
to be able to work. When she sought help from the council 
they wrongly advised her to apply for benefits that she was not 
entitled to: ‘I said I’m not entitled for it and I will break the 
law if I go and take it. And they’re like, you have children 
so you have to take it…And they didn’t want to know…
So council tax was the one that really made my life really, 
really hell.’
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I had to carry things on my head, 
put things on the buggy.’ 

It’s important to acknowledge that 
a number of families experienced 
other types of problems which 
could also be associated with 
these feelings – such as stress 
related to poor physical health or 
family breakdown, and depression 
related to past experiences 
of trauma, and physical and 
psychology violence. For example, 
one parent was taking anti-
depressants. It’s not possible to 
know whether this was the result 
of her experience of debt or a 
combination of issues including 
domestic violence. However, when 
she described the symptoms 
it was within response to being 
asked about the impact of debt on 
her well-being. 

Nevertheless, in our interviews 
parents and young people were 
clear that their money situation 
and specifically the debt they had 
or were experiencing made them 
stressed, anxious and depressed. 
Further research is needed to 
further explore the causal links 
between debt and children’s 
mental health.

‘I feel like I can’t do 
anything, I feel really 
useless when I can’t 
do anything.’ 
Care leaver, 21

Lack of control and choice

Both young people and parents 
spoke about how being in debt 
made them feel like they didn’t 
have control over their lives and 
that they lacked choices. For 

parents it was often about making 
impossible decisions on whether 
they could provide for and take 
care of their children or pay off 
their debts. One parent described 
being in debt like ‘imprisonment’. 
She said: ‘If I had a choice I would 
want to [pay] even it’s like £5 each 
[to] everybody for now…or to hold 
on for some time until I get my 
feet back you know…But I don’t 
have a choice in the matter. They 
just told me this is the amount 
they will take because they’ve 
calculated the income I’m getting 
in a month. So this is the amount 
they will take.’

One care leaver in our focus group 
described how falling into debt led 
to a spiral of other things going 
wrong in his life: ‘things can just 
rapidly come out of control and 
one effect can be drastic’. 

Another care leaver described how 
he gambled to try and keep some 
control over the stress and anxiety 
of being in debt: ‘When I was really 
down, I was really stressed about 
money and then I gambled it…
We’ve all got things that we use 
to get out the stress. Some of us 
are in this situation and you don’t 
know what else to do when you’re 
stressed. We’ve all done it, some 
of us smoke or drink. We’ve all got 
different methods to control it. 
Sometimes that’s why I gambled, 
I didn’t know what to do. It didn’t 
make things better.’ This echoes 
previous research highlighted 
earlier, which suggested that for 
some young people, particularly 
those who are on their own,  
being in financial difficulties 
including debt can lead to risk-
taking behaviour.

Case study – Adam, child

Adam, his mum and two younger siblings had been living on low 
income and been in debt for a number of years previously. He 
said that having money problems makes people feel stressed 
and sad. He said his mum gets stressed a lot. He worried that he 
was taking a bit too much money from his mum and using it for 
lunch, knowing she was trying to save. He thought other young 
people his age don’t have to worry about these things. 

‘You can’t have everything you want, but like the little 
things we couldn’t get because of the money situation 
and my mum having to pay the bills and paying off her 
debt.’

During the time when his mum worked long hours to provide 
for the family and pay off the debt, he and his siblings were with 
childminders. This meant that he missed out on activities like 
football, which he loved. 

‘I wouldn’t go down that route again after what I have 
[seen] with my mum…Mum was saying this to me the 
other day: “Everything I have been through I don’t want 
you to go through this. I want you to be donating to 
the charity and helping the people that need it and not 
people having to donate to you.’’ ’ 
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‘I’ve had emotional 
problems, I didn’t 
always think I could 
talk to someone, I 
just wanted to sling 
myself in the gutter. 
When you feel that 
low, you don’t feel 
like talking to anyone. 
You feel worthless.’ 
Care leaver, 21
 
Shame, embarrassment, 
failure and self-blame

One of the key themes to emerge 
from this research was the extent 
to which both parents and children 
felt ashamed or embarrassed 
about their situation, and felt 
they were to blame or that they 
had failed in some way. For 
example several parents blamed 
themselves and felt embarrassed 
for not being able to manage their 
money well. One mum said she 
felt deeply ashamed to have got 
herself into the predicament  
she faced. 

Children we spoke to also talked 
about the embarrassment they 
felt, particularly around being 
in poverty and not being able to 
afford normal things like their 
friends. One boy said he was 
laughed at by his peers at school 
for having to use his mum’s phone. 
One young person said he was 
very anxious about his family’s 
money problems and wanted to 
help, but was ashamed because 
he could not find work, despite 
sending out lots of applications. 
He felt that he needed to provide 
for the family and worried whether 

he was doing enough, or whether 
he was being lazy. He described 
this as a constant state of worry 
and discussed feelings of failure.

For some of the young 
people we spoke to who were 
living independently, the 
embarrassment of being in debt 
often led to their situation getting 
worse as they tried to ignore the 
debt in the hope that it would  
go away. 

‘I remember about 
my council tax, 
I didn’t want to 
tell anyone, I was 
embarrassed, I 
thought my key 
worker would give 
me grief. I just 
thought to myself “if 
I don’t tell anyone, 
it’ll go away’’. When 
it did come time to 
get help I realised if I 
were to have sorted 
it out a few months 
ago, it would have 
been fine. I would 
have been put on a 
pay plan, it would 
have been fine. The 
same thing would 
have happened, 
but I wouldn’t have 
been sent to court, I 

wouldn’t have got an 
£80 fine. The woman 
[in court] even said 
that she said “why 
didn’t you come talk 
to us?” but I thought 
it would be easier to 
ignore it.’ 
Care leaver, 19

Pressure on family 
relationships

Previous research from The 
Children’s Society has highlighted 
that families trapped in problem 
debt are more than twice as 
likely to argue about money 
problems, leading to stress on 
family relationships, and causing 
emotional distress for children.49 
In our interviews for this research, 
parents and children spoke about 
how pressures from having debt 
caused relationship tensions, 
including arguments between 
parents and children because they 
could not afford certain items. One 
young person said that seeing her 
mum stressed and upset caused 
her and her brother to argue 
because they had different ways of 
dealing with it. 

Many of the young people and 
parents also spoke about not 
being able to socialise with 
friends or extended family, and 
not being able to go on outings. 
This left them feeling excluded 
and isolated, not having others 
to share their concerns with and 
feeling confined within the family 
environment. One parent reflected 
that having debt takes you away 
from having quality time to spend 
with your children.
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On the positive side, one young 
person felt that the experience 
of facing problem debt – as well 
as causing arguments within the 
family – had also brought her 
family together in some ways. She 
said it taught them the value of 
money, and made them appreciate 
what they have. She described 
how they looked after each 
other and gave their mum moral 
support. Since their financial 
situation has improved, this 
young person also said that her 
mum is a lot happier now as she 
doesn’t have the strain of so many 
debts and having to worry about 
keeping a roof over their head. 
Nevertheless, overwhelmingly 
it was clear that problem debt 
generally had a damaging impact 
on family relationships.

‘When you are at 
minus your money.’ 
Child, 11 – when asked what debt 
meant to him

Difference between living 
in low income and being in 
problem debt

Parents and young people were 
asked about how living in debt 
differed, if at all, from living on 
low income; was one better or 
worse and if so why? According to 
the families we spoke to who had 
experienced both at some stage, 
a number of parents articulated 
that living with debt was worse 
than just living on low income. 
One parent explained that if you 
don’t have money to spend, you 
just don’t have it and then you can 
probably work towards getting it. 
But if you are in debt, you have 
to work first to get the money to 
pay somebody else. But then you 

don’t have any money to spend on 
the things you need for you and 
your children. One parent said that 
being in debt feels like ‘you take 
two steps forward and it brings 
you back, ten steps back’. This 
highlights the often demoralising 
nature of living in debt – a sense of 
‘working for nothing’. 

However, for others, living on low 
income could also be worse. Not 
having enough money meant not 
being able to feed their children, 
while repaying a debt could be put 
off. One parent reflected that if you 
were just in debt, you could ‘buy 
some time’ and pay the bills later, 
while not having enough money 
had a more immediate impact 
on children’s welfare because it 
meant not being able to put food 
on the table. Other parents felt 

that both – low income and debt 
– were just as difficult as each 
other, as both positions relate to 
not having enough money, which 
caused them immense stress. 
The difficult tension which exists 
between making sure children 
have a decent standard of living 
and dealing with debt repayments 
may lead to families being pulled 
into a spiral of increasing debts. 

These findings chime with the 
findings from the quantitative 
analysis of children’s mental 
health which highlighted the links 
between the number of debts 
that families had, their level of 
income and their self-reported 
financial difficulties. Specifically, 
children living in low income 
families experiencing financial 
difficulties had poorer mental 

Case study – Katharine, mum

Katharine lives with her husband and her children. Both she  
and her husband are in low paid jobs – one works full-time.  
They receive some top-up benefits to support one of their 
children who has a disability, however money is very tight and 
monitored closely.

The family is working with a debt advice charity who have 
supported them in repaying debts after they became 
unmanageable. This worked well until recently when one of their 
debts was sold on to a debt collection company who have since 
been harassing the family for immediate repayment. Katharine 
says they call constantly and have no regard for her children, 
including her youngest child who is agitated by the frequent 
phone calls. This has increased the parents’ stress and anxiety. 
Katharine says she has been depressed at times and anxious 
about people coming and taking away their belongings.

They have tried to shield their children from the stress and 
worry the debts have caused and are keen to make sure the 
children do not fall into a similar situation, particularly as the 
oldest child has started receiving offers for easy credit.

Katharine is determined that she will not lose their home and 
will repay the debts. She will continue to put her children first 
when it comes to food and warmth.
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health. This problem appears to 
be compounded by the presence 
of multiple debts. For children in 
families on higher income who do 
not face financial difficulties, their 
mental health stayed relatively 
constant regardless of the number 
of debt types in the household.

Difficulties caused by 
having multiple creditors 

The interviews with families 
helped to shine a light on why – as 
our quantitative analysis suggests 
– having a higher number of 
creditors may be associated with 
greater levels of mental ill-health 
and lower well-being in children. 
For families, having multiple 
creditors had both a direct and 
an indirect impact on children. 
For example a number of parents 
spoke about being harassed and 
hassled by different creditors – 
whom their children would be 
exposed to directly in the form of 
receiving regular letters and phone 
calls, and having bailiffs come 
to the house – and the anxiety 
and fear this had caused them 
and their children. One mother 
said that for a period of time she 
received phone calls virtually 
every two or three hours from one 
creditor and emails every two or 
three days from others. 

‘You know with debt, 
constantly they are 
calling you, they are 
harassing, they are 
sending you letters. 
Some of them do 
turn up on your door.’ 
Mum with three children

In addition, children were also 
affected indirectly by witnessing 
the pressures that debt had on 
their parents:

‘It’s weighing 
me down. It’s 
frustrating…They 
ring, it’s a heavy 
burden, it’s very, very 
tiring. It drains all the 
strength in you…it’s 
too much a heavy 
load for me to carry.’ 
Mum with one young child

The need for a ‘rest period’

When asked about what would 
help them to better deal with their 
debts, some parents and young 
people spoke about needing a 
break between when they got 
into debt and when interest and 
charges accumulated to get their 
finances into order. One parent 
suggested a ‘rest period’: ‘to help 
you out or reduce your payment 
or something like that. Because 
if that was there I would’ve took 
that and that might’ve actually 
helped out…you’re kind of playing 
catch up from that month…before 
you know it you’ve got six, seven 
months and you can’t catch up 
and all the charges as well.’
 
Another parent said that a break 
would be very helpful in managing 
the levels of stress for her family: 
‘If I could get like a break until 
I start working…I can balance 
both of them [repaying debts and 
taking care of needs]…the stress 
wouldn’t be much on my family.’

A statutory ‘breathing space’ 
would allow young people and 
families the time to seek debt 
advice and repay debts at a rate 
they can afford, free of growing 
interest rates and enforcement 
action. When we proposed the 
idea to some of the young people 
and parents we interviewed, they 
supported it. As one care leaver 
(aged 19) said: 

‘[Breathing space] 
is stability. It sounds 
absolutely perfect. 
It’s a lot of pressure 
to have on your 
shoulders. It would 
be good so they can 
look for work, rather 
than thinking if they 
can’t get a job they’re 
absolutely screwed…
it should be used as 
a platform to help 
them out of debt.’
Care leaver, 19

Help with managing 
multiple debts

A number of families had used 
services which allowed their 
multiple debts to be managed 
in one payment. They said 
that having to deal only with 
one organisation made things 
easier and less stressful and 
it meant only having to make 
one payment. One parent said 
that the organisation managing 
her payment had been able to 
negotiate a lower repayment 
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which she had tried to do herself 
but had been unsuccessful. On the 
other hand, a number of parents we 
spoke to were wary of accumulating 
additional charges and legal fees 
for consolidation services which 
they felt were adding to the family’s 
overall debt. 

Support through specialist 
services

Some parents also spoke about 
having local support groups or other 
adults to talk to about their issues – 
including counselling, for example. 
This was particularly important for 
single parents who felt very isolated 
and did not have partners to share 
the emotional burden with.

‘That would be great. 
If at least someone, 
that you can offload 
on…someone to at 
least talk to. Someone 
that will guide you, 
someone that can 
help you see ways 
that you could ease 
the stress and the 
pain, would be great.’ 
Mum

Case study – Rebecca, teenager

Rebecca seemed to be aware of the debt that her family was in, 
including the types of debt that her mum was struggling with. 
She said that her mum had arrears with rent, gas and electricity, 
and there were times when it was a struggle to put £5 on the 
meter. 

Rebecca said that she supported her mum practically and 
emotionally. Practically, she said her mum would ask her advice 
about how to handle her debts and where to put her money, 
and they would work things out together. Emotionally, Rebecca 
said that she would know when her mum was upset, and wanted 
her mum to talk to her about it rather than keep her worries to 
herself. 

Rebecca said that the low point of being in debt was feeling 
fearful that they would lose their house and everything they 
owned. She described never being able to go out and being stuck 
in at home with nothing to do but to watch TV. She couldn’t 
even afford the cost of a bus fare to go out with her friends from 
school. In comparison, it seemed to Rebecca that these school 
friends could do whatever they wanted, including taking driving 
lessons and going on nice holidays. 

The family’s financial situation has negatively affected her 
relationships with friends, family members and with staff at 
school. Rebecca said that the debt and money problems meant 
that they couldn’t see their extended family. It meant they 
missed out on weddings and family holidays.
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Conclusion and recommendations

Our research has highlighted 
that there are clear links between 
family debt and children’s 
mental health and well-being. 
Our quantitative analysis of the 
Millennium Cohort Study showed 
that, rather than their total 
amount of debt, in low income 
families experiencing financial 
difficulties, the more debt types 
a family has, the greater the  
risk of mental health problems 
in children.

However, the research also showed 
that the potential impact of 
multiple debt can be mitigated by 
income and financial security, so 
that in high income families with 
no reported financial difficulties, 
there are no associations between 
numbers of debt and children’s 
mental ill-health. 

The analysis also found that, 
regardless of how many debts 
their parents had, children in 
poorer families were more likely 
to suffer worse mental health than 
their more affluent counterparts. 
We may conclude that both family 
income and multiple debts have 
an impact on children’s mental 
health. Children appear to be 
protected from the negative 
impacts of multiple debts on 
their mental health if they are  
in higher income households 
and are not experiencing 
financial difficulties.

Our analysis of data from our 
survey of children’s subjective 
well-being found that around 5% 
of children and young people 
are predicted to have low well-

being in households who have 
no difficulties with debt. In 
comparison, in households facing 
arrears 23% – almost a quarter 
– of children and young people 
are predicted to have low well-
being. This means that children in 
households who have debt with 
arrears are five times more  
likely to have low well-being 
than those with no difficulties 
with debt.

Our interviews and focus groups 
with children, young people and 
families highlighted why this may 
be happening in some cases. 
Participants spoke about the 
stress, anxiety and unhappiness 
they felt about their debt 
situation; of being constantly 
harassed by multiple creditors 
by telephone, email, letters and 
in person. Debt led to arguments 
within families, and it meant that 
families felt isolated and trapped. 
Both parents and young people 
talked about feeling ashamed 
and embarrassed by their 
debt situation; they blamed 
themselves and felt they  
had failed.

In addition, some families 
faced additional challenges and 
pressures on their well-being 
and family life – such as having 
faced family breakdown, domestic 
violence or being ineligible for 
basic benefits. Living on low 
income was a key factor in making 
life difficult for families, leaving 
some feeling they had no other 
choice but to get into even greater 
debt. Families felt they faced 
impossible choices between 

keeping their children fed, warm 
and clothed or paying off their 
debts to prevent them from 
spiralling out of control. 

Based on the evidence gathered 
in this research, we have 
developed the following policy 
recommendations which, 
if implemented, could have 
significant improvements for 
children’s well-being and mental 
health outcomes:

‘Breathing space’

The Government should 
introduce a statutory ‘breathing 
space’ scheme to protect 
families with children under 
18 and young people living 
alone for the first time from 
default charges, mounting 
interest rates, collections and 
enforcement action. 
 
The Government should work with 
creditors, the free debt advice 
sector and others to develop a 
statutory scheme which would:

  Provide a year-long ‘breathing 
space’ scheme of protection from 
mounting debt.

  Support families to put in place 
a longer-term debt repayment 
plan which is affordable for the 
family or young person.

  Prevent additional fees and 
charges from being levied for the 
period that the plan is in place.

  Place a hold on enforcement 
action so that children and young 
people aren’t left intimidated and 
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scared by visits from bailiffs  
and the debts don’t continue  
to accumulate.

  Ensure that easy access 
routes are provided for the most 
vulnerable families and for young 
people living independently.

This ‘breathing space’ 
protection period should last 
for one year. The initial year-long 
period would help families adjust 
and recover from income shocks 
and is likely to help families with 
particular difficulties such as 
those with young children, those 
fleeing domestic violence and  
lone parents.

If, following the year’s breathing 
space period, families would be in 
a position to repay their debts over 
time, then it should be ensured 
that they are able to enter a 
longer-term affordable repayment 
plan after the breathing space 
period ends. Where families 
are concerned about having to 
manage repayments across a 
number of different creditors, this 
could be arranged by a free and 
independent debt advice charity.  

‘Sometimes you 
have no option, 
apart from going 
and getting into that 
kind of debt…My 
children have never 
had bikes…because I 
can’t afford it. I can’t 
take them anywhere. 
They can’t enjoy 
what they want…

My daughter is very 
good in basketball 
and swimming and 
the teachers were 
recommending me 
to take her to that 
and I couldn’t do it.’
Mum living on low income with three 
children

Access to adequate 
income

Government must make sure 
that children’s benefits and 
tax credits are accessible to 
families who need them and 
are sufficient to meet the 
costs of children in a family – 
whether families are in or out 
of work. This would ensure that 
children’s welfare is protected 
and that families are not forced 
to take on debt in the first place.

Our research shows that while 
problem debt has an impact on 
children’s and parent’s well-being, 
independent of income, we also 
know that living with low income 
also has a negative impact on 
a range of children’s outcomes 
including their mental health. 
Living on low income means that 
parents are not able to provide 
their children with the basics such 
as food, clothing and support 
to participate fully in education 
and other activities to fulfil their 
potential. It also means that in 
some cases, families have no 
choice but to borrow money to 
make ends meet and so fall into 
debt, exacerbating their situation 
and putting further pressure on 
parents and children. 

Last year the UK Government 
announced that most key 
children’s benefits and tax credits 
will be frozen for four years – 
including support for children 
within Tax Credits and Universal 
Credit. The Children’s Society 
calculated that more than 7 million 
children will be affected by this, 
with 5 million (around two thirds) 
living in working families. This 
change will make it increasingly 
hard for families to afford a decent 
standard of living, and will make 
it more likely that families take on 
debts in order to maintain living 
standards. Forecasts predict that 
costs of living will have risen by 
around 12% by the end of the 
decade50 and this decision will 
have a significant impact on the 
number of families, both in and 
out of work, living in poverty. The 
Government should reverse the 
decision to freeze children’s 
benefits and tax credits for  
four years.

The Government should remove 
the ‘no recourse to public 
funds’ condition on families 
with children who have leave to 
remain in the UK so that families 
are not forced to rely on local 
authority support and are not 
forced into debt or destitution.

Better joined up and 
informed local services

Every local authority should 
have a debt collection strategy 
that protects children by 
making sure families in receipt 
of council tax reduction are 
not referred to bailiffs, and 
that families are offered a local 
breathing space period when 
they first fall into debt on their 
council tax bill. 
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Local authorities need to make 
sure council tax debt and its 
collection processes do not 
undermine other functions like 
social care and family support 
and local welfare assistance 
schemes, which need to step 
in when families are struggling 
to repay debts and are dealing 
with significant mental health 
and emotional well-being issues. 
This is important to make 
sure that where families are 
already receiving local authority 
support – such as family support 
interventions, domestic violence 
services, and support for those 
with ‘no recourse to public 
funds’ – council tax enforcement 
services are not adding additional 
pressure on children and families 
to repay, but are instead working 
constructively with families to 
repay debts in a manageable way. 
Not referring families in debt on 
their council tax to bailiffs (and in 
particular low income families in 
receipt of council tax reduction), 
and offering their own ‘local’ 
breathing space scheme to those 
struggling with repayments, are 
both ways that local authorities 
can make sure that they are 
supporting families in debt as best 
they can.

Councils should make sure 
that council tax debt collection 
services can refer families 
struggling with debt to their local 
welfare assistance schemes 
where they need emergency 
support, to ensure they are 
supported in a holistic way by 
different council services.

‘Instead of just 
taking it out of her 
bank without telling 
her or asking, they 
should like make an 
agreement where 
she pays them a 
certain amount 
every month but  
so she can still  
afford things at  
the same time.’ 
Young person – talking about how 
her mum could be helped to repay 
their debts

Escalation processes

Creditors and debt collectors 
should not engage bailiffs for 
collecting debt for families with 
children under 18, especially for 
the most vulnerable families  
or for young people who are  
living independently such  
as care leavers. 

Our research has shown that using 
bailiffs has a particularly damaging 
impact on the emotional well-
being of children. Additionally, 
using bailiffs incurs an additional 
cost for families who are already 
struggling. The most vulnerable 
residents and those living on a 
low income could be protected by 
adopting a policy of not engaging 
bailiffs where families are in 
receipt of council tax support or 
making deductions from benefits 
and salaries for families already 
struggling to make ends meet. 

We recommend that local 
authorities and other creditors 
prevent escalation of debt 
collection by ensuring that they 
always signpost families in 
difficulty to independent debt 
advice, and that they work 
with families to put in place 
affordable repayment plans for 
them, to make sure children’s 
welfare is protected.

Counselling and mental 
health support services

Debt advice providers should 
review their approaches to make 
sure they ask about the mental 
health and well-being needs of 
children in the household and 
are aware of – and able to refer 
to – appropriate local services 
where they have concerns 
about any child. In addition, 
greater awareness is needed 
among health and mental health 
providers of the impact that 
debt and poverty can have on 
children’s and parent's mental 
health and well-being. 

Across a range of services, levels 
of Government and decision-
makers, greater recognition is 
needed that debt and poverty 
are associated with significant 
stress, anxiety and feelings 
of depression in children and 
parents. Clinical Commissioning 
Groups and providers of mental 
health services should regard 
living in financial hardship, 
including problem debt, a 
complexity factor that is likely to 
impact on children’s and parent's 
well-being and mental health 
and/or exacerbate pre-existing 
mental health conditions. Where 
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living in problem debt has been 
identified as a contributing factor 
to a child’s mental ill-health, 
professionals – including GPs 
and teachers – should signpost 
children and their families to local 
counselling services, including 
through schools to enable 
universal access for children and 
young people.

Within its remit to reduce health 
inequalities both locally and 
nationally, Public Health  
England should consider the 
impact that debt has particularly 
on children in low income families 
and work to establish effective 
prevention initiatives.
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1 For this report, the phrase ‘problem debt’ is used to describe households currently in arrears on a household bill or credit commitment 
as set out in our original Debt Trap report (2014). The list of household bills and credit commitments families were asked about included 
mortgage/rent; Council tax [Rates in Northern Ireland]; electricity, gas, fuel bills; water and sewerage bills; telephone bills (including 
mobile phone, broadband); income tax or VAT payments; hire purchase instalments or similar (mail order catalogues, car finance, 
interest free credit etc.); payday loans; loans from banks, building societies or credit unions; credit card payments; loans from friends or 
family; TV licence; private education or health bills; child support or maintenance; and other loans/bills.

2 Gibbons, D. (2014:1) ‘The child welfare implications of problem debt’. The Centre for Responsible Credit. Review commissioned by The 
Children’s Society. Accessed 12th August 2016: http://www.birmingham.ac.uk/Documents/college-social-sciences/social-policy/
CHASM/briefing-papers/2014/child-welfare-implications-of-problem-debt.pdf 

3 Pople, L., Royston, S. & Surtees, J. (2014) ‘The Debt Trap - Exposing the impact of problem debt on children’. The Children’s Society & 
StepChange. Accessed 12th August 2016: http://www.childrenssociety.org.uk/sites/default/files/debt_trap_report_may_2014.pdf

4 Mcleod, J. (2014) ‘Playday not payday: Protecting children from irresponsible payday loan advertising’: http://www.childrenssociety.org.
uk/sites/default/files/Playday-not-payday_Debt-Trap-Report.pdf 

5 Williams, N., Royston, S., Ayre, D. & Royston, S. (2015) ‘Show Some Warmth – Exposing the damaging impact of energy debt on children’: 
http://www.childrenssociety.org.uk/sites/default/files/Show_some_warmth_full_report_1.pdf 

6 Capron, L. & Ayre, D. (2015) ‘The Wolf at the Door: How council tax debt collection is harming children’: http://www.childrenssociety.org.
uk/sites/default/files/wolf-at-the-door_council-tax-debt-collection-is-harming-children_PCR027a_WolfAtTheDoor_Web.pdf 

7For the purposes of this report we have used the same definition as set out in our report ‘Dept Trap’ (2014).
8 This might include how satisfied they are generally with life, how well they get on with people around them, and whether they feel 
optimistic about the future.

9 We understand differing definitions of problem debt, mental health and emotional well-being are used in other contexts and where 
possible, we have highlighted these differences.

10 The quality and ethics of the qualitative part of our study was taken through our internal Research and Engagement Ethical Framework 
process.

11 Pople, L., Royston, S. & Surtees, J. (2014) ‘The Debt Trap - Exposing the impact of problem debt on children’. The Children’s Society & 
StepChange. Accessed 12th August 2016: http://www.childrenssociety.org.uk/sites/default/files/debt_trap_report_may_2014.pdf 

12 See Table 9, pg 22 - Dept Trap (2014) 
13 For the Dept Trap report, the phrase ‘problem debt’ is used to describe households currently in arrears on a household bill or credit 

commitment. The list of household bills and credit commitments families were asked about is included in Appendix 1 of the report.
14Pg 22 - The Debt Trap (2014) 
15 Where possible, we have highlighted the different definitions of concepts and variables used in the research. For further details, see the 

original research.
16 Berger, L.M. & Houle, J. N. (2016) ‘Parental Debt and Children’s Socioemotional Well-being’. Pediatrics, 137(2):e20153059.
17  The research used the Behavioural Problems Index based on an assessment of mother’s responses to 28 questions on their child’s 

problem behaviour to measure their socioemotional well-being. See Zill, N. & Peterson, J.L. (1986) ‘Behavior Problems Index’. 
Washington, DC: Child Trends for original index methodology.

18 The Family Stress Model used in this research proposes that economic hardship or economic disparity leads to economic pressure, 
which is defined as the perceived inability to pay for basic needs, the inability to make ends meet, and having to cut back on necessary 
expenses. The model predicts that when economic pressure is high, parents are at an increased risk for emotional distress, such 
as anxiety and/or depression which, in turn, leads to disrupted family relationships. That is, parental emotional distress leads to an 
increase in marital conflict, which leads to an increase in harsh or inconsistent parenting. These harsh parenting practices result in 
increases in child internalising and externalising behaviours. Therefore, the consequences of economic problems threaten the well-
being of children.

19 Solantaus, T., Leinonen, J. & Punamäki, R-L. (2004) ‘Children’s Mental Health in Times of Economic Recession: Replication and 
Extension of the Family Economic Stress Model in Finland’. Developmental Psychology, Vol 40(3), May 2004, 412-429. 

20 Action for Children (2014) ‘Paying the Price: can we help the most vulnerable young people avoid unmanageable debt?’ Accessed 12th 
August 2016: https://www.actionforchildren.org.uk/media/3224/paying-the-price-can-we-help-the-most-vulnerable-young-people-
avoid-unmanageable-debt.pdf 

21 For example from a credit card, personal loan, an overdraft or store card
22 For example, an ONS study from 2002 showed that respondents within the dataset with a mental disorder were at least three times as 

likely to have had their telephone, gas, electricity or water disconnected compared with those in the ‘no disorder’ group. The dataset 
consisted of a survey of psychiatric morbidity among children and adults aged 16 to 74 living in private households in Great Britain. 
See Office for National Statistics (2002) ‘The Social and Economic Circumstances of Adults with Mental Disorders’. Stationary Office, 
London: http://webarchive.nationalarchives.gov.uk/20160105160709/http://www.ons.gov.uk/ons/rel/psychiatric-morbidity/the-
social-and-economic-circumstances-of-adults-with-mental-disorders/index.html 

23 Brown, S., Taylor, K., Wheatley Price, S. (2005) ‘Debt and distress: Evaluating the psychological cost of credit’. Journal of Economic 
Psychology, Volume 26(5), Pgs 642-663.

24 Citizens Advice (2014) ‘Six in ten people in debt affected by mental health problems’: https://www.citizensadvice.org.uk/about-us/how-
citizens-advice-works/media/press-releases/six-in-ten-people-in-debt-affected-by-mental-health-problems/ 

25 The relationship between personal debt and specific common mental disorders, Howard Meltzer, Paul Bebbington, Traolach Brugha, 
Michael Farrell, Rachel Jenkins, European journal of Public Health, pp 108-113, First published online: 20 March 2012 http://eurpub.
oxfordjournals.org/content/23/1/108 
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It is a painful fact that many children and 
young people in Britain today are still suffering 
extreme hardship, abuse and neglect. Too often 

their problems are ignored and their voices 
unheard. Now it is time to listen and to act.
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