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Zilch partners with debt
charity to help customers
get through cost-of-living
crisis
Article

The news: British buy now, pay later (BNPL) fintech Zilch partnered with debt advice charity

StepChange to identify and support customers in financial distress, according to a press
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release.

Why now? The UK’s cost-of-living crisis and the highest interest rates since 2008 are making

it harder for consumers to repay debts.

This is pushing some shoppers to borrow more: Consumer debt rose by one-third in 2022,

per the money.co.uk debt index. That’s helped boost the growth of flexible payment options

like BNPL. But critics allege that BNPL exploits users and can increase debt problems.

After customers are flagged for missing repayments, Zilch suspends their credit, and they are

referred to StepChange for free advice.

StepChange will also work with Zilch’s vulnerability team to improve the firm’s debt advice

referral processes.

Zilch will make donations to support the charity’s UK operations.

More than 3 million low-income households can’t a�ord to heat their homes, per the Joseph

Rowntree Foundation.

About 2.3 million households missed an essential payment in January—up 400,000 month

over month, according to Which?.

More than 2 in 5 UK BNPL customers borrowed money to make repayments, per Citizens

Advice.

BNPL also encourages users to spend more: It “causes a permanent increase in total spending

of around $60 per week,” per a Harvard Business School working paper.

Politicians slammed British supermarket Iceland for its BNPL o�ering, which it claimed would

help shoppers pay for food.

And consumer advocacy groups like Citizens Advice want more oversight to protect BNPL

consumers.

https://www.theguardian.com/business/2023/feb/06/bank-of-england-raise-interest-rates-inflation-catherine-mann
https://content-na1.emarketer.com/bnpl-use-cost-of-living-crisis-uk?_ga=2.25681341.1626628269.1675670535-2100300936.1643130603&_gl=1*10hdo8x*_ga*MjEwMDMwMDkzNi4xNjQzMTMwNjAz*_ga_XXYLHB9SXG*MTY3NTc2ODE1NC4yMjIuMC4xNjc1NzY4MTU0LjAuMC4w
https://content-na1.emarketer.com/bnpl-firms-need-proactive-protect-uk-customers-looming-debt-problem?_ga=2.58608170.1626628269.1675670535-2100300936.1643130603&_gl=1*vok4cf*_ga*MjEwMDMwMDkzNi4xNjQzMTMwNjAz*_ga_XXYLHB9SXG*MTY3NTc2ODE1NC4yMjIuMC4xNjc1NzY4MTU0LjAuMC4w
https://twitter.com/stellacreasy/status/1559485110898069504?ref_src=twsrc%5Etfw%7Ctwcamp%5Etweetembed%7Ctwterm%5E1559485110898069504%7Ctwgr%5Ebc21dac939c48b36929463a5c1028c176435a9ad%7Ctwcon%5Es1_&ref_url=https%3A%2F%2Fwww.finextra.com%2Fnewsarticle%2F40860%2Fuk-supermarket-rolls-out-bnpl-loans-to-tackle-rising-food-costs
https://content-na1.emarketer.com/bnpl-firms-need-proactive-protect-uk-customers-looming-debt-problem?_ga=2.58608170.1626628269.1675670535-2100300936.1643130603&_gl=1*vok4cf*_ga*MjEwMDMwMDkzNi4xNjQzMTMwNjAz*_ga_XXYLHB9SXG*MTY3NTc2ODE1NC4yMjIuMC4xNjc1NzY4MTU0LjAuMC4w
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Will it work? Partnering with StepChange can help Zilch’s customers manage their debt, and

the fintech’s stance could win it new users and bolster its reputation. It could also keep Zilch

ahead of impending legislation and cut the chance of FCA penalties.

However, needing to involve debt charities highlights BNPL’s major flaw: It can potentially

exacerbate shoppers’ financial woes by normalizing unsustainable borrowing. And supporting

struggling users won’t eradicate this problem.

Keep reading: Find out more about the challenges BNPL firms face in our Era of Uncertainty:

Buy Now, Pay Later report.

This article originally appeared in Insider Intelligence's Payments Innovation Brie�ng—a

daily recap of top stories reshaping the payments industry. Subscribe to have more hard-

hitting takeaways delivered to your inbox daily.

Are you a client? Click here to subscribe.

Want to learn more about how you can benefit from our expert analysis? Click here.

https://content-na1.emarketer.com/uk-government-refocuses-bnpl-regulation-scope?_gl=1*bxqr9v*_ga*MjEwMDMwMDkzNi4xNjQzMTMwNjAz*_ga_XXYLHB9SXG*MTY2NzM3OTQ4OC4yMDcuMS4xNjY3Mzc5NTQ1LjAuMC4w&_ga=2.72944145.362528125.1667814924-2100300936.1643130603
https://content-na1.emarketer.com/era-of-uncertainty-buy-now-pay-later
https://totalaccess.emarketer.com/MyAccount/EditProfile.aspx
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