
Introduction
In June 2017 Conduit Scotland was launched 
in Fife, Falkirk and West Lothian. Supported by 
the three local authorities1, the opening of new 
premises in Dunfermline, Kirkcaldy, Bathgate and 
Falkirk represented the first expansion of personal 
lending Community Development Finance 
Institutions (CDFIs) in Scotland for 10 years.

CDFIs are not-for-profit organisations, social 
enterprises offering affordable loans to those 
most in need, who are often excluded from 
mainstream financial products such as credit 
cards or overdrafts. These loans are often 
provided alongside a range of wraparound 
services such as debt advice, welfare benefits 
advice and savings opportunities. Loans offered 
via CDFIs, including Conduit Scotland, are issued 
on a not-for-profit basis, priced as cheaply as 
possible to cover only the cost of lending and 
recovery. They are not issued for any private gain 
for shareholders.

The Carnegie UK Trust has been running an 
affordable credit programme since 2014 to 
support the expansion of CDFIs and other 

1  The three councils provided grant funding of £605,000, over three 
years, for a guaranteed five-year presence, to assist the establish-
ment of shop front premises for relationship-based lending, sitting 
alongside an online credit offer. The councils also provided loan 
capital of £400,000 (the loan capital will be repaid to them in full at 
year 5). 
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affordable lenders, including  credit unions, across 
Scotland and the UK. Our ambition is to tackle the 
poverty premium, where the poorest members of 
society have to pay the most to borrow money. We 
recognise and understand that access to small sum, 
short term credit is a vital tool for all households, 
regardless of their position in the UK’s income 
deciles, to help manage temporary shortfalls in 
income or unexpected expenditure. We want this 
credit to be as cheap as possible for those in greatest 
need, while also providing a gateway to other vital 
services.

As part of our work we provided a range of support 
to Fife, Falkirk and West Lothian Councils as they 
commissioned and established Conduit Scotland 
across the three local authority areas. 

This short report provides our assessment of Conduit 
Scotland’s impressive progress during its first year 
of operation. We hope that this analysis will be of 
value to stakeholders locally, and can help to inform 
and encourage the ongoing expansion of affordable 
credit provision across the UK. Our analysis is based 
on evidence from the Money Advice Service (MAS) 
evaluation of Conduit Scotland’s initial phase 
(produced by the Improvement Service); from data 



provided directly to us by Conduit Scotland 
covering their first twelve months of operating; 
and from our wider understanding and experience 
of the CDFI sector, and credit markets in general, 
across the UK.

Impact
The evidence shows that Conduit Scotland is 
already having a significant impact in improving 
access to affordable credit in Fife, Falkirk and 
West Lothian. From a standing start, in year one 
of operation, Conduit has:

• Advanced c£500,000 in affordable loans to 
those in need2

• Issued c1,000 loans3

• Saved these borrowers around £115,0004 in 
interest payments against what they would 
have paid from a high cost lender, keeping that 
money in local communities

• Referred over 5005 people to other beneficiary 
services and support services

• Employed fifteen people, thirteen of whom are 
local

• Enjoyed a 99% satisfaction rating from 
customers

• Developed relationships with range of financial 
inclusion services across the three local 
authorities

• Attracted high profile, positive media attention 
and vocal support from the actor and founder 

2  £480,179 issued in period June 2017-May 2018 (source: Five Lamps 
Management Information 14/6/18)

3  969 loans issued in period June 2017-May 2018 (source: Five Lamps 
Management Information 14/6/18)

4  Based on £500 Conduit Scotland loan over 52 weeks repaying £207 
interest and Provident Financial (home credit) loan paying £436 
interest. The difference £114,500 on 500 loans.

5  508 referrals in period June 2017-May 2018 

of the End High Cost Credit Alliance, Michael 
Sheen who identifies Conduit Scotland as 
a fair, responsible lender aligned with its 
customers’ needs. 

Half (50%) of Conduit Scotland borrowers have 
reported improved access to financial services 
more widely and increased awareness and 
understanding of affordable credit options; while 
60% of the customers who Conduit referred onto 
other advice and support services have reported 
increased confidence and ability to manage 
money on a day to day basis6. Crucially, people 
who have used Conduit Scotland report that they 
are now less likely to seek to borrow money from a 
high cost, commercial lender.

These achievements are a hugely welcome 
addition to the anti-poverty landscape in the 
three local authority areas, and in Scotland more 
generally, offering ethical, fair finance, in addition 
to the existing ethical offering from credit unions 
within each area. 

As had been intended and hoped for, Conduit 
Scotland’s services appear to be primarily 
reaching and benefitting those in greatest need, 
who are most likely to be excluded from other 
financial services. For example:

• 40% of borrowers have a household income 
under £12,000, while 76% have an income of 
under £18,0007

• 44% of borrowers are social housing tenants 
while only 6% are owner occupiers

• Less than half (48%) of borrowers are 
employed

6  https://www.fincap.org.uk/document/W41TVCIAANX10b3s/
an-evaluation-of-the-initial-phase-of-the-community-develop-
ment-finance-institution

7  The ONS reported in June 2018 that the average disposable house-
hold income in the bottom quintile was £13,392 and in the second to 
bottom quintile was £21,436. (ONS Effects of taxes and benefits on 
UK household income: financial year ending 2017 (June 2018)

https://www.fincap.org.uk/document/W41TVCIAANX10b3s/an-evaluation-of-the-initial-phase-of-the-community-development-finance-institution
https://www.fincap.org.uk/document/W41TVCIAANX10b3s/an-evaluation-of-the-initial-phase-of-the-community-development-finance-institution
https://www.fincap.org.uk/document/W41TVCIAANX10b3s/an-evaluation-of-the-initial-phase-of-the-community-development-finance-institution


• A third (30%) of borrowers are lone parents 
(compared to only 5%) of all households across 
Scotland)

An additional benefit delivered by the 
establishment of Conduit Scotland, evidenced 
in the MAS evaluation, is that Falkirk, Fife and 
West Lothian councils have improved their cross-
Council relationships and increased opportunities 
for partnership working, in particular the three 
councils have jointly established a cost-effective 
approach to promoting financial inclusion and 
reducing poverty in their constituent areas.

Congratulations are due to the three local 
authorities for their determination and far 
sightedness to find creative, pragmatic answers to 
improve access to affordable credit. 

Responsible Lending
As well as reflecting on the impact that Conduit 
Scotland has achieved to date, it is important to 
reflect on how this has been achieved.  

Conduit Scotland  is committed to being a 
responsible lender. The evidence from their 
first year of operation shows this commitment 
manifesting itself in two clear ways.

Firstly, Conduit received 3,227 applications 
for loans during their first year, of which they 
converted only 30% (1,000) into actual loans. 
Affordability was the factor in more than half 
of the 2,000+ cases where Conduit Scotland 
declined a loan application. People in the three 
local authority areas wanted credit but Conduit 
Scotland’s loan assessment determined that 
issuing a loan was inappropriate. This appears to 
indicate the practice of a responsible, fair lender, 
where there is a clear acknowledgement – and 
commitment – that a loan in certain situations is 
not appropriate as repayments will cause further 
difficulties for borrowers.

The chart (below) shows the spread of 
applications, loans and conversion rate over the 
12-month period. 

Chart 1: Conduit application and loan conversions
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The second aspect of Conduit Scotland’s 
responsible lending approach is their signposting 
or referral procedure to help people get access 
to other forms of support, such as social welfare 
provision, debt and money advice, or public 
welfare funds, where credit is inappropriate. 
As highlighted above, Conduit made 500 such 
referrals during its first year, with nearly two-
thirds of people who benefited from this practice 
reporting increased confidence and ability to 
manage their money as a result.

Challenges
As would be expected in the deployment of a 
complex, and often contested service, such as the 
provision of small, short-term loans to low income 
households, Conduit Scotland has experienced 
a range of challenges during its first year of 
operation.  A number of these are identified in the 
MAS evaluation.



Targets
Despite the impressive figures generated by 
Conduit Scotland in its first year, these are 
actually slightly below the original targets that 
had been established for the service.  It had 
been forecast that around 1,300 loans would 
be deployed in year 1, but the actual number 
advanced was 1,000.

The evidence appears to show two clear reasons 
for this. 

Firstly, unsurprisingly, very few loans (36) were 
issued during the first two months of Conduit 
Scotland being established, as the organisation 
focused on recruitment, training and kitting out 
of premises. When these two months are taken 
out of the equation and the relevant figures 
extrapolated, the loan numbers are actually very 
close to being on target.

Secondly, the very welcome stricter affordability 
requirements placed by the Financial Conduct 
Authority (FCA) on all personal lenders (including 
CDFIs) alongside ongoing pressures on household 
budgets, means that fewer households are now 
likely to pass an affordability assessment for a 
loan than in previous years. If Conduit Scotland 
had acted ‘irresponsibly’ and lent money to 
people who perhaps should not have received a 
loan then they could have easily met their target. 
However, Conduit’s commitment to responsible 
lending, as described above, meant that they 
rightly referred these customers to other support 
services instead, strengthening the role of 
affordable credit locally as a gateway to wider 
financial inclusion.

Face-to-face services
Conduit Scotland offers services online, via 
a telephone service and in shop premises in 
Dunfermline, Kirkcaldy, Bathgate and Falkirk. 
While the digital and telephone channels have 
performed very well, the number of customers 
visiting the shops during year one has been lower 

than expected, with only one in seven loans 
issued via this channel.

The MAS evaluation suggests that this low 
footfall indicates a general customer preference 
for online channels. While we understand this 
rationale, our analysis of the wider evidence base 
in the UK suggests that the reasons for low shop 
footfall in the three local authorities are more 
complex than this.

For example, the proportion of Conduit Scotland 
loans issued via shops is much lower than the 
loans split of other UK CDFIs that operate with 
four or more premises. Moneyline UK lends 
around 80% of its £10m volume from its eighteen 
locations, Street UK around 90% of its £3.5m 
volume from its five locations. In both these 
CDFIs (Moneyline UK and Street UK) loans issued 
from secondary high street premises represents a 
significant part of their future strategies.

Conduit Scotland’s customers are also, 
predominantly, from demographic groups which 
make significant use of face-to-face services in 
other aspects of their lives, as the profits and 
increased store openings of stores like JD Sports, 
Primark and B&M (all businesses that focus on 
low income households) testifies. High streets are 
less busy, but their death is exaggerated as the 
Financial Times stated in 2018 “B&M does not sell 
online at all, but this has not hurt its growth; UK 
store numbers have risen to 578, the group said 
45 will open in its current financial year and the 
eventual target is 950.”8 

Meanwhile there remains a significant proportion 
of the UK public who continue borrow money 
face to face, either on the doorstep through home 
credit, or via rent to own (RTO) stores. Combined, 
these markets would exceed 1 million customers 
in the UK.

8  Financial Times, July 2018



Chart 2: High Street brands focussed on low 
income households

It appears then that there may be other reasons 
why the Conduit Scotland shops are not attracting 
the footfall that might be expected, in line with 
their impressive online and telephone reach. One 
of these reasons is likely to be linked to marketing, 
brand awareness and promotional challenges. 
The Trust’s own forthcoming research into where 
former payday loan borrowers in Scotland - who 
have been subsequently declined payday loans 
- now go for credit revealed a significant lack of 
awareness that ethical credit alternatives existed9.

Some solutions to this issue are on the horizon. 
The End High Cost Credit Alliance led by actor 
Michael Sheen will soon begin a significant 
promotion of the UK’s alternative, affordable, 
mid-cost credit lenders. This will include television, 
radio and print media highlighting ethical, fair 
finance alternatives. Conduit Scotland will be 
one of the brands highlighted in the ongoing 
campaign. It is likely that a prominent campaign 
of this nature will assist to drive both awareness 
of and business to relationship-based lending in 
Conduit Scotland premises. 

9  Payday Denied: Exploring the lived experience of declined payday 
loan applicants (Dr Lindsey Appleyard, Carl Packman, Jordon Lazell) 
publication around October 2018 

Engagement by public and third sector 
partners
Conduit Scotland has made over 500 referrals 
in its first year to other agencies for debt advice, 
benefits advice and other support. At the time of 
reviewing the evidence for this assessment of their 
first year no referrals have been made in return by 
other agencies to Conduit Scotland. 

This lack of reciprocity in CDFI relationships is 
not unique to Fife, West Lothian and Falkirk. 
There remains a common misunderstanding, or 
a lack of recognition, of the impact of small sum, 
affordable credit, delivered on a not-for-profit 
basis, as an important anti-poverty solution.  
This scepticism (noted in the MAS report) can 
be linked to concerns that organisations or 
individuals might have about credit in general, or 
more specific concerns about CDFI pricing and 
the associated APR (this is despite APR being a 
notoriously poor tool for assessing the value of 
small, short-term loans and CDFI pricing covering 
only the cost of running a self-sustaining, not-for-
profit service). 

The lack of engagement from public or third 
sector partners may have contributed towards 
the low footfall in Conduit Scotland shops, if other 
organisations are reluctant to make their service 
users aware of the service.

Despite these challenges, Conduit Scotland 
have displayed a willingness in their first year to 
work with a range of partners, even if receiving 
a sceptical reception. Carnegie UK Trust has 
attended many meetings with them and observed 
their determination to build partnerships. They 
produce excellent data and demographic profiling 
of customers, demonstrating the potential benefit 
of the service to low income households.

It is clear however that more work is required, 
supported by the local authorities, to build the 
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understanding and confidence of a range of 
partners in the important role that Conduit 
Scotland has to play in tackling poverty in local 
communities. This role is to provide citizens with 
much cheaper, more ethical credit than they 
would otherwise be able to access from any other 
source; and to provide a new gateway through 
which people can gain access to many other vital 
organisations and agencies. 

The Future
The ongoing need for credit
There is no evidence that the need for credit 
will cease anytime soon.  A minimum of 40,000 
adults in Fife, West Lothian and Falkirk had high 
cost loans on their credit file in 201710, while a 
further 40,000 are likely to be borrowing from 
friends and family – a finite resource with often 
adverse effects on personal relationships – to 
meet their needs11. 

Since 2010 many people within the bottom two 
income quintiles have faced growing hardship 
from a combination of frozen or reducing 
benefit levels, uneven employment within the 
gig economy and pay constraints for those in 
work. The Institute for Fiscal Studies (IFS) and 
Resolution Foundation have both researched this 
area in detail and draw similar conclusions. 

The tables (below) highlights the net loss to 
certain household types and their position within 
income deciles. When compared to Conduit 
Scotland’s borrowers the issue is striking. Conduit 
lends to low income, working-age households with 
children, within the bottom three deciles. These 
groups have seen the most damaging impact on 
the disposable income, with net losses of £3,015, 

10  The FCA Financial Lives, 2017 report shows that 7% of residents in 
the three local authorities had high cost credit loans on their credit 
files. ONS estimates there are 567,000 adults living in the three 
areas.

11  51.7m adults 18+ (UK) of which 567,000 reside in the three local 
authorities or 1.1%. Extrapolation from 3.6m adults using friends 
and family means 39,600

£2,458 and £1,719 income (see highlighted, 
below). The second chart (from Resolution) clearly 
shows that it is the poorest 40% that suffered the 
greatest income reduction in real terms.

Chart 3: IFS
Chart 3: IF

IFS Long run impact of planned tax and benefit reforms by income and household 
type 

(Source IFS website)

Decile As % of net income £ per year in 2017/18 prices

Poorest Working 
age no 
children

Working 
age with 
children 

pensioner Working 
age no 
children

Working 
age with 
children 

pensioner

Poorest -9.5% -15.3% -1.7% -£825 -£3,015 -£185

2 -5.1% -10.3% -2.3% -£824 -£2,458 -£328

3 -2.6% -6.5% -2.2% -£847 -£1,719 -£371

4 -2.4% -4.5% -1.3% -£524 -£1,325 -£246

5 -2.2% -3.7% -0.9% -£559 -£1,267 -£205

6 -3.0% -1.8% -0.4% -£852 -£709 -£109

7 -0.6% -0.9% -0.6% -£210 -£438 -£162

8 0.0% -0.5% -0.5% -£15 -£264 -£176

9 -0.1% -0.2% -0.2% -£44 -£108 -£77

Richest 0.0% 0.0% -0.1% -£18 -£66 -£61

All -1.0% -2.9% -0.8% -£380 -£1,249 -£205

Chart 4: Resolution Foundation



The diminishing options for the financially 
excluded
While the need for credit may be unchanged, the 
number of commercial credit options available 
to those excluded from mainstream financial 
services (credit cards, bank loans, overdrafts) are 
diminishing rapidly. 

In August 2018 the Money Shop stopped 
lending, and Wonga went into administration. 
The consequences of the huge rise in claims to 
the financial ombudsman service (FOS) around 
unaffordable payday loans stretching back a 
decade will result in the further contraction of 
that particular industry. The likely introduction 
of a further cap on credit in the rent to own 
sector will probably see the leading players there 
withdraw. 

These are very welcome developments, which will 
reduce the harm caused by high cost, commercial 
credit to people on low incomes. However, these 
lenders issued hundreds of millions of pounds 
of loans to hundreds of thousands of borrowers 
across the UK. They leave behind a vacuum, 
and unless this is filled by affordable, socially-
motivated lenders (such as Conduit Scotland) 
there is a risk of significant unintended and 
undesirable consequences for lowest income 
households  who will continue to need to borrow 
relatively small sums, at short notice for the short-
term, for a wide variety of legitimate reasons. 

Even if a number of high cost commercial lenders 
do continue, they are significantly more expensive 
than the CDFI sector and do not have the same 
social ethos. Anyone who borrows from these 
lenders would save money if they borrowed from 
a not-for-profit alternative. These lenders are also 
increasingly unlikely to serve the demographic 
groups that CDFIs support, as they move towards 
trying to attract more affluent customers. 
We note that credit unions are often cited as an 

alternative for people using high cost commercial 
credit. We support the expansion of credit unions 
(including a unique Employer Engagement 
project with Kingdom Community Bank, West 
Lothian Credit Union, Castle Community Bank, 
East Kilbride Credit Union and 1st Alliance credit 
union) and believe they have an important role 
to play in making affordable credit more widely 
available to all. Our analysis however, and that of 
others, indicates that credit unions tend to serve a 
different demographic to that of CDFIs. In broad 
terms, credit unions serve a wider range of income 
groups, with analysis of the Scottish Household 
Survey suggesting a strong similarity in the 
demographics of credit union membership and 
the general population. That is not to say that low 
income households cannot be found within credit 
union membership - they can – but it suggests 
that this is not the typical borrower, and the 
business model of credit unions would not support 
this group being their predominant focus. 

In contrast, the business model of Conduit 
Scotland, like all community development finance 
institutions (CDFIs), is to only serve those needing 
small sum credit. In practice this means that 
Conduit’s average loan size is £50012, which is 
five times smaller than Scotland’s credit unions 
average outstanding loan size per borrower of 
£2,500 – a figure far higher than the typical CDFI 
customer would seek to borrow.13  

Support for the growth of CDFIs
There has arguably never been a greater 
recognition of the need for alternative forms of 
credit, including CDFIs such as Conduit Scotland; 
support for their expansion; and a focus on 
practical activity at national and local level that 
support this expansion.

12  £496

13  Bank of England Credit Union statistical returns 2013 to 2017 iden-
tify the following outstanding loan balances derived as value of out-
standing loans to members divided by number of loans outstanding 
2013: £2,311; 2014:£2,415; 2015:£2,531; 2016: £2,703; 2017: £2,688, 
giving a five year average of £2,529



For example:

• The Scottish Government has recognised the 
importance of affordable credit in its Fairer 
Scotland Action Plan and has committed £1 
million through the Tackling Child Poverty 
Delivery Plan to support the deployment 
of sustainable affordable credit services in 
Scotland

• This £1million will be committed via the 
Affordable Credit Loan Fund, established in 
2018 by the Carnegie UK Trust and Social 
Investment Scotland. With funding also 
committed by both the Trust and the Joseph 
Rowntree Foundation, there is now £2.5 million 
available to not-for-profit affordable credit 
providers to help them extend their services to 
many more people

• At UK level, the UK Government has made a 
commitment that £55 million from dormant 
bank accounts will be used to grow sustainable 
affordable credit alternatives

• The actor Michael Sheen has launched his 
cross-sectoral End High Cost Credit Alliance 
to tackle high cost commercial lending and 
support affordable alternatives in their 
place. His work is bringing significant positive 
publicity to the sector and is also likely to bring 
substantial financial investment

• The FCA, in its review of the high cost credit 
sector, has indicated its support for the growth 
of what it terms ‘mid-cost credit’ providers 
(which include CDFIs) as viable alternatives 
and is exploring the regulatory levers it might 
use to support this growth. 

In this context we expect Conduit Scotland to 
become increasingly relevant as a source of fair 
credit with gateway services to a range of support 
for low income households. 

The evidence demonstrates that they have made 
an impressive start to their work. We are delighted 
that they are supporting people in Fife, West 
Lothian and Falkirk and will continue to work with 
them and their partners to help them flourish. 



The Carnegie UK Trust works to improve the lives of people throughout the UK and Ireland, by changing 
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