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Defining Canada’s financial help gap

Evidence tells us that access to relevant, high-
quality financial help and advice is associated with
greater financial health! and resilience,2 but not all
Canadians have access to the financial help and
advice they need. Canadians with low incomes are
frequently unable to access the types of help they
need to build their financial capability, maximize
their incomes, tackle urgent financial problems,
and set and pursue financial goals.

In this project, we have attempted to identify gaps
in access to affordable, appropriate and trustworthy
financial help for people with low incomes. To this
end, we defined their priority financial help needs,
identified barriers that typically impact their access
to services, identified relevant services that are
currently available in the market, assessed how
accessible, affordable, appropriate and trustworthy
these services are for people with low incomes,
and where there are particular financial help gaps
for this population.

Full report: Missing for those who need it most:
Canada’s financial help gap

The report’s findings were informed by the
participation of financial help providers
from all sectors — including retail banks,
credit unions, insurance providers, financial
planners, credit counsellors, commercial
tax preparers, governments and non-profit
community organizations.



https://prospercanada.org/CMSPages/GetFile.aspx?guid=43a2876e-ebde-487f-9f15-e209a12e2364
https://prospercanada.org/CMSPages/GetFile.aspx?guid=43a2876e-ebde-487f-9f15-e209a12e2364
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Why change is needed

This financial help gap has taken on new urgency in
the context of the COVID-19 pandemic and ensuing
inflation and interest rate increases that have made
life increasingly unaffordable for many Canadians.

People with low incomes have been impacted most
severely,? with financial vulnerability deepening and
growing more pervasive among these households.*

This study is motivated and informed by one
of the target outcomes of Canada’s National
Financial Literacy Strategy, Make Change that
Counts — to “expand access to trustworthy
and affordable financial help, particularly for
vulnerable Canadians.”

More low-income Canadian households are
financially vulnerable® compared to Canadians
overall as of June 2022

100
90
2 0y
hg 2 80 78%
% °
ey 0,
g § 70 68%
£ 0o
0 C
2w 60
T3 49%
©
E3 50
= £
< >
[N E)
T2 40
o=
o .©
§e 30
g 20
o
10
0
Overall Households with Households with
Canada incomes between incomes under
$25,000 and $25,000
$49,999

Source: Financial Resilience Institute, June 2022 Seymour Financial Resilience
Index™ with data provided from ‘Financial Vulnerability of Low-Income Canadians:
ARising Tide’ Report (November 2022)

Households defined as ‘financially vulnerable’ for this chart include ‘Extremely
Vulnerable’ households with a financial resilience score of 0 to 30 and ‘Financially
Vulnerable’ households with a financial resilience score 0f 30.01 to 50 based on the
Institute’s Financial Resilience Index model.

Seymour Financial Resilience Index™ is a trademark used under license by the
Financial Resilience Society.

© 2023 Financial Resilience Society DBA Financial Resilience Institute.
AllRights Reserved. Not for copying or redistribution.
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Financial help services and providers

Building on research evidence, consultation with The financial help sector includes diverse service
community stakeholders with deep expertise onthe  providers who offer these services to Canadians
financial help needs of people with low incomes, more generally and specifically to people with
and our organizational experience designing and low incomes:

piloting financial help interventions reaching

over 760,000 people with low incomes to date,
we identified eight financial help services as the
most critical to building the financial health of
people with low incomes:

1.

¢ Retail banks
 (Credit unions

* Insurance providers
* Financial planners
¢ Credit counsellors

Conducting a comprehensive financial health * Insolvency trustees
assessment’ to assess a person’s financial » Commercial tax preparers
situation, needs and goals e Governments

e Community organizations
Help to build a comprehensive financial plan

Help to develop and adhere to a budget or
spending plan

Help to solve urgent financial problems

Help to understand, navigate, select and/or
access appropriate financial products

Help to set and pursue saving goals
Help to manage debt

Help to tax file and access income benefits
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Key findings

—

People with low incomes have distinct
circumstances and challenges that impact their
ability to access and afford financial help services.

People with low incomes are less likely to trust
financial professionals, and people who are
both low-income and Indigenous or racialized
do not always feel respected by them.

Mainstream financial information, guidance

and advice is often not appropriate for people
with low incomes because it fails to take into
account their distinct circumstances.

Most commercial financial help providers,
nonetheless, do not tailor their services
for people with low incomes.

Because most commercial financial help services
are not designed for people with low incomes, there
are few appropriate financial help services for
this population.

Financial institutions often offer free basic financial
help services, but more comprehensive financial
help services typically needed by people with low
incomes are not accessible and/or affordable.

10.

Most financial institutions and professionals
lack the understanding, tools and training
to provide relevant and appropriate financial
help services to people with low incomes.

There is no strong commercial business
case for seeking and serving clients
with low incomes due to limited profit
generation opportunities.

Select community financial empowerment
organizations offer free, appropriate, and
comprehensive financial help services but

do not have the resources or reach to meet
the needs of all Canadians with low incomes
who need help.

Canada would benefit from the collection and
publication of more comprehensive, disaggregated,
national data on access to financial help services,
and financial inclusion more broadly.
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Next steps

We have found that there are some affordable,
appropriate and trustworthy financial help services
available to people with low incomes — e.g., tax
filing assistance and non-profit credit counselling —
but there are important gaps in the year-round
availability of free tax filing services, limited
availability of free debt help services, and almost
no availability of benefit navigation and assistance
services and more comprehensive financial
planning and counselling services.

Building on these findings, Prosper Canada will
work with the Project Advisory Committee and
cross-sectoral stakeholders to identify effective
solutions to fill current financial help gaps for
people with low incomes and to develop a
comprehensive solutions framework that identifies
how each sector can help ensure every Canadian
has access to the financial help they need to build
their financial health.
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