Technology is revolutionising when and how
we are paid for the work we do, saving billions
of pounds in needless loan-fees and ending
an epidemic of pay day anxiety.

STOP THE WAIT: REVOLUTIONISING PAY DAY

For most of us pay day comes
at the end of the month, or at
best every two weeks. Waiting
to be paid is a fact of life. In actual
fact, waiting to be paid for work
already done costs workers billions
of pounds a year in needless
loan-fees, is a leading cause
of anxiety, and provides
employers with free credit.
But what if we could change
that so-called fact of life?
New technology developed by Greensill,
a leading provider of working capital
finance, is tackling head on the problem
of waiting to be paid.
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Greensill pioneered a technology-driven approach to ensure
suppliers get paid early for the goods and services they provide.
Today, the firm is turning the same technology into a powerful
tool to ensure workers are paid as soon as their work is done,
relieving a huge burden of debt and the anxiety that comes
with it.
Britain is facing an epidemic of pay day anxiety, with millions
of workers from every rung of the employment ladder forced
to take out more than £1.3 billion of loans at punitive rates of
interest to avoid running out of money for household essentials
before their next salary is paid.
These short-term loans come at a huge financial cost with
the total amount paid back almost £700 million higher than
the initial sums borrowed according to the Financial Conduct
Authority (FCA).
However, the mental scars are equally deep as workers
constantly worried about paying the bills struggle to perform
their jobs and are often powerless to stop relationships falling
apart under the strain.
As well as an adverse impact on individuals, waiting to be
paid deals a severe economic blow to the nation. According
to Greensill analysis, people at work lose as much as 3.6 hours
a week distracted by money worries, while each of us on
average takes 1.5 sick days a year due to financial stress.
The result is unhappy people who are less productive and
more likely to look for new jobs.

£1.3bn

of short term loans

£700m
more paid back
over the initial
sums borrowed

3.6hours

lost each week
because staff
are distracted
by money worries

1.5

sick
days

a year due to
financial stress
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The mental toll
of Pay Day Anxiety
Those with
financial
worries are:

8.8x
more likely to have
sleepless nights

7.6x
more likely to not finish
their daily tasks

5.7x
more likely to have
troubled relationships
with work
colleagues

2.2x
more likely to be
looking for a new job
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All of these factors combine to create a lack of financial
wellbeing that can be quantified: average employers lose 25-34
productive days annually and have to pay additional training and
recruitment costs to replace workers who leave. The financial
impact on the average firm is equivalent to 13-17% of their total
payroll costs, or as much as £5 million.
There is also a financial calculation that crystallises the impact
on employees too. The poverty premium is a term coined by
Fair by Design, a group supported by British actor Michael
Sheen, that describes how everyday purchases take a greater
chunk of disposable income from low earners. In a 2018 study
it estimated an NHS worker earning £18,000 per year would
be £490, or 3%, better off were this premium removed.
In a services-dominated economy like Britain, it is fanciful
to think that this so-called pay day anxiety can be simply
wished away.

25-34

days of productivity
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The equivalent of

13-17%
of total payroll
costs are lost

Low income NHS
workers would be

£490

better off if the
Povery Premium
was removed
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Advances in technology and
different ways of thinking about
the issue show promising signs
that could offer those currently in
the grip of the poverty premium
a way out of what can seem a
never-ending tunnel of debt.
It will take a change of mindset from employers,
it will require the application of smart technology
and it will require deep reserves of capital – but it
is possible to foresee a day when pay day anxiety
is eliminated completely.
In such a scenario, employees would be able to draw down their
wages not on a given day of the month that suits their employers’
legacy IT and HR systems, but the moment their household
finances start to become stretched.
That people are struggling is no real surprise in a UK economy
that is growing sluggishly and where pay increases have not
kept pace with inflation since the financial crisis of 2008. Median
earnings in April 2019 were still £20 per week lower than they
were in the months preceding the crash, according to the Office
for National Statistics.

“Helping low paid
workers out of
this destructive
cycle of pay day
debt is one of the
most important
challenges
facing business
and economic
policymakers.”
Lex Greensill, founder and
chief executive of Greensill.
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Asda, one of Britain’s biggest retailers, tracks household income
against essential spending and taxes people must pay to calculate how
much spare cash average families have to spend each week – the figure
for August 2019 was only £216, up a mere £14 from 12 months ago.
UK household debt has risen to a new record high. The most recent
figures from the Trades Union Congress, for the third quarter of 2019
show that the average amount of unsecured debt per household is up
to £14,540. That’s a rise of over £400 compared to the same period
last year. Many people are caught in a vicious circle where the need
for short term cash leads to increased use of credit cards or forces
those running short to apply for pay day loans.
For those who roll over credit card balances, it is going to get
tougher in 2020. The Financial Conduct Authority said more than
three million UK credit card holders are in “persistent debt”, defined
as when someone has paid more in interest, fees and charges than
they have repaid of their borrowing.

£20

per
week

lower medium
earnings in April than
pre 2008 figures

£14,540
of non-mortgage debt
on average faced by
working families

The FCA said these customers typically accrued about £2.50
in interest and charges for every £1 they repaid of borrowing.
New rules coming into force mean lenders will be required to
restructure some people’s outstanding debts into affordable plans
that can be repaid over a three-to-four-year period.
The reality is, escaping from debt is tough. Greensill’s analysis
found only 17% of those regarded as low-paid in 2006 had moved
into higher-paid jobs by 2016.

Customers
typically accrue

£2.50

in interest and charges
for every £1 they repaid
or borrowed

Only

17%

of low paid individuals
moved into higher paid
jobs between 2006
and 2016
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For a nation once renowned
for its thrift and strong savings
ethic, it is now estimated that
10% of the British population have
nothing in the bank for a rainy day.
It is, then, little surprise that shortterm high-cost loans are the only
answer for the most desperate.
In a 2018 study the FCA found there were 5.4 million
so-called pay day loans granted in a 12-month period,
with 37% of borrowers aged 25-34.
Anti-poverty campaigners have been lobbying the FCA, which
regulates financial services in the UK, to take action against pay
day loan providers and credit card companies charging what
they claim are “excessive” rates of interest.
There has been a response from the FCA on pay day lending,
introducing tighter rules on affordability checks and loan terms.
In its review of the high cost of credit, the regulator moved
towards introducing a cap on repayments so lenders would
never pay any more than £2 for every £1 borrowed.

5.4m
so-called pay day
loans granted in a
12 month period

37%
of borrowers
aged 25-34
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Elsewhere, other sanctions are beginning to take hold. In October
last year, Google moved to stop companies offering expensive loans
via Android phone apps in the US while the state of California has
banned triple-digit rates of interest on small personal loans.
The FCA, meanwhile, has said repeatedly that there should be
a better way for those short of money to access funds.
The fact that consumers can sign up and have cash transferred
electronically to their accounts in minutes is a major draw of some
high-cost short-term loans used by those struggling to pay an
unexpected bill.
Platforms providing these services, however, are often not
sophisticated and rely on basic algorithms and generic software.
But developments in artificial intelligence and machine learning
are revolutionising consumer credit – assisting providers to offer
attractive deals on responsible terms.
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In this respect, Latin America has
been a hotbed of innovation –
not least because 200 million of
its 650 million citizens do not have
bank accounts or access to cash
through any traditional methods.
Almost 1,200 financial software companies, or fintechs,
were launched across Latin America in 2018 – some by
existing banks.
Banco Santander, concluded in a recent analysis that banks in
Latin America must redefine their value proposition, learn to
customise product offerings, find innovative ways of interacting
with customers and take a creative approach to risk mitigation.
Santander suggested traditional methods of credit rating were
often pointless when dealing with those without bank accounts
or credit cards. Technology offers alternative sources of data,
such as interrogating customers’ social media footprints and
interaction via smartphone apps, that can be analysed.

Social media
footprints
& Smartphone
app interactions
are two alternative
sources of data for
assessing an individual’s
credit rating
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Receiving a weekly wage ceased to be the norm in the UK after
the 1960 Wages and Payments Act made it legal for companies
to pay workers by cheque. A shift in payment schedules was
hastened by the introduction of computerised payroll systems
designed around monthly salary payments. It made it easier for
employers to control cashflow but harder for employees used to
budgeting weekly to make their money last until the next pay day.
Employers have the whip-hand in dictating employment terms,
including pay schedules. In historically tight labour markets
organisations must compete to attract and retain workers.
Early pay is one idea that has been shown to reduce agency fees
in the UK’s National Health Service.
In four years, Milton Keynes University Hospital Foundation Trust
reduced its spending on agency staff by £11 million. This spending
used to account for almost 15% of its total workforce costs, now it
is less than 6%. The reason was less costly staff “churn” and better
retention. And one of the main attractions: staff were paid at the
end of the week they worked rather than having to wait six weeks.

A shift to weekly
pay saw an

£11m

reduction in agency
staff spending at
an NHS trust

For now, the introduction of early pay, draw down wages or other
flexible payment schemes has been dependent on an ‘enlightened’
employer. That workers are entitled to payment for their labours
as soon as they have completed agreed tasks is rarely debated.
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NHS: a suitable
case for treatment

In the case of
one large UKbased hospital
trust analysed
by Greensill:

Like many public service workers,
some NHS staff are low paid.
Unsurprisingly, expensive credit is more
prevalent amongst the lower paid and as
people get poorer, day-to-day living gets
more expensive.
This is known as the poverty premium.
For example, Greensill research found using
a launderette more often to wash the family
clothes can increase costs by 2,500%. The extra
cost of fuel and credit can add another £300.
Low paid workers in the NHS on £18,000 are
saddled with a poverty premium of at least
£490 a year. If this could be removed they
would be 3% per annum better off.

Nearly

25%

of the staff are
very close to the
low paid threshold
While a further

1,300

sit only a small
increment above it
The low paid
threshold:

£8.85ph
is very close to the
poverty line of

£7.96ph
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There is another way of
looking at the issue, which has
parallels with the $55 trillion
working capital finance industry.
Greensill revolutionised the way suppliers are paid for
the goods and services they provide to large clients.
In the past a supplier would submit an invoice to a client and then
wait anywhere from a month to three months to be paid.
Throughout that time the supplier is essentially providing free
credit to the client and often has to borrow money to keep its
business going. The supplier has to pay bank fees and interest
for those loans while it waits to be paid.
Waiting for payments is one of the key reasons small and medium
sized businesses fail.
To end the costly waiting game for suppliers Greensill allows
the client to connect its financial reporting system to the firm’s
payment platform, and in so doing secures a guarantee that the
invoice will be paid. Once that guarantee is secured, Greensill pays
the supplier immediately who no longer has to rely on costly bank
loans to provide working capital.
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Today Greensill has applied
the same approach and
technology to paying wages.
Greensill allows employers to connect their
payroll and financial reporting systems to our
tech platform. The data they share provides
us with a guarantee of repayment and allows
us to advance the cash they need to pay
workers daily if they choose.
Workers will never pay for this service while private
sector employers will pay a small fee, which will be
more than offset by the advantages they gain.
Public sector employers will receive the service
free of charge.
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Just like a supplier and a client,
every day worked before they
receive payment makes an
employee a creditor to their
employer. Workers have
fulfilled their side of the
employment contract
and have earned their money,
they just haven’t been paid yet.
If employers are to be part of the solution, they need
to be motivated to change the status quo. That requires
greater understanding of the real cost to a business
of having unproductive workers who are so stressed
by pay day anxiety that they struggle to perform.
Then there is a resource issue. It takes investment in software,
processes and people to create an efficient payroll system. Once
it is in place, it is costly to adapt or replace it to accommodate
new payment schedules or to adopt a more personalised flexible
approach. If new ways incur cost, there needs to be a compelling
case to secure the necessary budget.
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The impact of an
early pay solution
for employees
and employers
A Greensill analysis of available research shows
improving the financial wellbeing of employees
leads to an increase in staff motivation, work
quality, efficiency and concentration.
On average 3.6 hours are lost each week because
staff are distracted due to money worries, while
stressed workers take an extra 1.5 days a year in
sick leave.
Happier staff are more engaged colleagues,
resulting in an improved working environment.
This means less complaints to HR and increased
retention, not just of those experiencing financial
stress but within the wider team.
For employers, increasing the wellbeing of
staff would mean an immediate reduction in
recruitment and training costs as less stressed
workers stay on and stay focused. Long-term
benefits include increased output and higher
levels of productivity.
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What if employers are unwilling or unable to change? There must be
another way to tackle the issue – one that involves the introduction
of intermediaries that forge relationships with employers who
would offer employees access to earned but unpaid wages
at no cost to the employee.
Pressure for radical change in the treatment of vulnerable,
cash-strapped customers is likely to grow from governments as
they strive to show they are pressuring Big Tech to do social good.
There are questions that remain about whether traditional players
have the necessary skills to join the digital revolution, while new
entrants may have the technology but lack the financial resources
to exploit the opportunity.
Greensill’s advances in payments technology are now available
to employers and workers all over the world, which means for the
millions of people that struggle to stretch their wages from one
month to the next, the wait is finally over.

The true
democratisation
of capital.
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