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LEWIS: Hello.  In today’s programme, the fourth interest rate rise in 

10 months.  Will it push some households in debt over the edge?  And why are 

some rises in savings rates being delayed?  Could half a million married women 

really be getting up to a billion pounds too little on their state pension?  The 

Lib-Dems say yes.  The Government tells us it’s nonsense.  Bob Howard’s been 

talking to customers who send bills to their energy company. 

 

HOWARD: They’re generating their own power, but are they making a 

profit? 

 

McCARTHY: You only do it at the moment because you actually want to 

save the planet.  It might take around 90 to 120 years payback for the capital 

investment. 

 

LEWIS: And there could be compensation for 120,000 people who 

took the wrong financial decision a decade ago. 

 

But we start with that widely expected but still painful for some fourth rise in interest 

rates in 10 months. 

 

 

STATEMENT: The Bank of England has just announced that interest rates are 
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rising by a quarter of one percent to 5½%. 

 

LEWIS: At 5½%, the new bank rate is now 1 percentage point up on its 

level a year ago, the highest it’s been since April 2001.  If you’re a borrower with a 

mortgage of £150,000, monthly payments will now be £87 higher than a year ago or 

£125 higher if you’re on interest only.  The cost of borrowing on credit cards and 

personal loans is also rising: figures produced for us by Moneyfacts show the average 

credit card interest rate on purchases has risen 1.6% over the last 12 months and rates 

on personal loans have gone up too.  Even the banks are warning people that rising 

interest rates will squeeze household budgets.  In a rare move, the British Bankers’ 

Association put out a statement this week advising people to look at their finances and 

draw up what it calls a proper budget.  Well with me first is Frances Walker of the 

Consumer Credit Counselling Service, which last year helped nearly 300,000 people 

in debt.  Frances, rates on loans and credit cards going up, mortgages going up.  

What are the practical tips for people who think this might be the last straw? 

 

WALKER: Well I think the BBA has got it right for once.  I think people 

really have to budget and they have to think very carefully about their priorities.  

And I would urge people not to cut back on paying their mortgage debt in order to pay 

off their unsecured debt.  Your unsecured creditors are likely to be more vociferous - 

you know phone calls and letters through the letterbox, etcetera - but you really must 

seek to pay your mortgage no matter what happens, and if you’ve any difficulty you 

must seek help as soon as you can.  And the other thing - don’t borrow more.  

Don’t take out a consolidation loan or don’t get a secured loan.  Try to cut back your 

borrowing as much as you can. 

 

LEWIS: Yes because in general borrowing to pay off a debt is not 

paying off a debt; it’s borrowing more money.  

 

WALKER: No, no, and it gets you into much more trouble. 

 

 

LEWIS: Now your last annual report showed that debt problems are 

affecting more older people.  We’ve tended to think of debt problems as something 
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that young people do - they go out, they shop, they buy all the stuff they want, they 

take on a big mortgage - but now it’s creeping up the age range. 

 

WALKER: Indeed.  By the end of this year, we expect to be counselling 

more people over 60 than people under 25.  I think we’ve got to remember that 

people who are in their 40s, 50s, 60s, you know they’re the credit generation - they’ve 

grown up with credit cards, they’ve been around a long time.  And the other thing is 

that there’s lots of evidence that older people are being squeezed financially.  They 

have financially dependent children for much longer than they used to and they might 

even have financially dependent adults.  It’s certainly not good news and we are 

seeing more and more people; and the over-60s are also low income people, and low 

income people with mortgages are definitely suffering from this interest rate rise. 

 

LEWIS: Yes and of course the older you are, the harder it is to sort out 

because you’ve got less time to do it. 

 

WALKER: Absolutely. 

 

LEWIS: Thanks very much, Frances.  Stay with us, but also here is 

Ray Boulger from mortgage brokers John Charcol.  Ray, some lenders swift to raise 

lending rates.  What’s been happening this week? 

 

BOULGER: Well most lenders so far who’ve announced an increase, 

which is only a minority, have gone up by .25%, which is what you’d expect.  The 

only lender I’ve seen so far to announce a bigger increase is Intelligent Finance on 

their offset variable rate, although that is still lower than most variable rates. 

 

LEWIS: So four rises in 10 months we’ve had now.  Do you think this 

is it? 

 

 

BOULGER: I think we’ll have a better idea of that next Wednesday when 

the quarterly inflation report comes out, and that will give us an update on … 
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LEWIS: This is from the Bank of England saying what they’re doing 

and so on? 

 

BOULGER: That’s right.  That will give us an update on what the Bank 

of England thinks inflation is going to do.  But based on the statistics we’ve got so 

far, plus the impact that is now beginning to come through on the housing market, I 

do think it’s odds on that 5½% will be enough, but certainly too early to rule out one 

more rise.  What I don’t expect is to see rates go to 6% as some people are 

forecasting. 

 

LEWIS: Now, as I said, we’ve had four rate rises in 10 months.  You 

say that might be it.  People are now fixing their mortgage rate for 2 or 5 years.  Is 

that a good idea? 

 

BOULGER: Well for some people taking a fixed mortgage is always the 

right idea because either they like the peace of mind they get from knowing exactly 

what probably their biggest monthly payment’s going to be or they just can’t afford to 

take the risk that interest rates are going to go up higher.  So for those people, yes 

still fix; but I would recommend generally going for a 2 year fix because as interest 

rates are near the peak and maybe falling next year, it doesn’t make sense to lock in 

for too long.   

 

LEWIS: No. 

 

BOULGER: For those people who can afford to take a chance, then I think 

it will be cheaper to take out a tracker mortgage where the rate will vary in line with 

bank base rates. 

 

LEWIS: And what about people who took out a fixed rate 2 years, 5 

years ago?  These are coming to an end.  Are they going to face this very steep cliff 

of interest rate rises?  What were fixes like then? 

 

BOULGER: Well certainly most people coming out of a fixed rate will be 

seeing an increase, but it may not be as steep as perhaps one might expect.  Two 
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years ago the best 2 year fixed rates were round about 4.8%.  Today they’re round 

about 5.3%.  So a ½% increase in 2 years is actually not that bad and ought to be 

affordable for most people.  But if you did happen to take out a fixed rate right at the 

bottom of the market in 2003, you’ll have a much bigger increase because there were 

fixed rates around then below 4%. 

 

LEWIS: And that assumes of course that they don’t go onto the 

standard variable rate.  It assumes they take out another fixed rate mortgage or 

another deal, so they get that reduction, doesn’t it? 

 

BOULGER: Yes, going onto the standard variable rate of course is the last 

thing you should do.  There are a few deals that revert to a reasonably respectable 

bank base rate tracker, but what everybody should do as they come towards the end of 

a deal - ideally about 3 months before it ends - is to look at what their existing lender 

will offer and then look at what else is available from other lenders. 

 

LEWIS: And very briefly, we do hear of people getting into what could 

be difficulties in the future borrowing 7 times their income.  Is that really true? 

 

BOULGER: Well 7 times is very exceptional.  It’s certainly not difficult 

to borrow 5 times income and sometimes 6 times.  To get more than that, there 

would generally be some exceptional circumstances.  So for the average person, 7 

times is not available. 

 

LEWIS: Okay.  Ray Boulger from Charcol, thanks, and Frances 

Walker from Consumer Credit Counselling Service.  And you can have your say on 

debt and how it’s growing on our website.  That’s bbc.co.uk/moneybox. 

 

Now Bank of England rate rises are of course bad news for borrowers but good news 

for savers if banks and building societies pass the rises on.  Money Box’s Chris 

A’Court has been taking a look at who’s moved so far.  Chris, what’s been 

happening? 

 

A’COURT: Yes and guess what, Paul, even though this rate rise was so 
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widely expected, it’s going to take most banks and building societies some time to 

pass it on.  For example Halifax, the biggest savings bank, says we must wait until 

next month to see whether or by how they’ll put up rates on their most popular 

accounts, and we understand Tesco is making its savers wait until 20th June - more 

than a month - but will then pass on the full ¼% rise.  First to move quickly to pass 

on the rise once again was National Savings on its Direct ISA Account, but not on 

other accounts yet.  The ISA’s still one of the best and now paying a tax free 6.05%.  

And another leading savings account Icesave is raising its rate before tax by ¼% to 

5.95% from next Friday.  Of course all the banks and building societies know that 

every day they delay in passing on rate rises means a little extra interest boosting their 

business rather than the accounts of their savers. 

 

LEWIS: Indeed.  Thanks very much for that, Chris. 

 

Now could up to half a million mothers be losing out up to a billion pounds a year on 

their state pension due to problems with government records?  Well that’s the claim 

in the Times newspaper this morning.  Working with Liberal Democrat MP Steve 

Webb and accountants Grant Thornton, the paper says it has evidence that these 

women are not being given the correct boost to their pension for looking after their 

children.  Since 1978 mothers who get child benefit should have this time taken into 

account when their state pension is worked out, but using the Freedom of Information 

Act and parliamentary questions the Times is claiming that hundreds of thousands of 

women have not had that done accurately and they give an example of one 64 year old 

reader who got £20 a week less than she should have done until this was sorted out.  

Well live first to Steve Webb - he’s Head of Policy for the Liberal Democrats - and 

then we’ll talk to government minister James Purnell after that.  Steve Webb, this is 

all mind-numblingly complex.  Just try and explain to us briefly what has happened 

here. 

 

WEBB: Well the group of people we’re talking about are women who 

are now in their 60s or early 70s, women who had a child born some time from the 

mid-60s onwards and who are now drawing a pension that’s less than the full basic 

state pension.  And there was a system in place, as you say, that was designed to 

help their pension rights for the years when they weren’t working and were drawing 
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child benefit and they should have had their rights protected. 

 

LEWIS: Sorry, what evidence have you got that this hasn’t been 

working? 

 

WEBB: Well we’ve got individual cases such as the one in the Times 

today; we’ve got a letter to the journalist Helen Nugent under freedom of information 

saying that even the Revenue accept that there is a problem in individual cases; and 

essentially the point is we don’t think that government computers in the 1980s in 

different departments were talking to each other given that they can’t get it to work 25 

years later.  We think that there’s strong evidence that the government needs to find 

these women and find out how many there are. 

 

LEWIS: So this is women principally, in your view, who were getting 

child benefit but that fact wasn’t then being put on another computer with their 

national insurance record, so they’re not getting those … it’s not right to call them 

credits, but the Home Responsibility Protection they should have had? 

 

WEBB: That’s right.  The typical scenario would be a child born in 

for example the late 60s or 70s.  The woman stops work and perhaps she was even 

on the married woman’s stamp, so not paying much national insurance.  But after a 

few years out of work, she should have been getting this protection and we don’t 

think the system did it automatically and we really want the government to find these 

women and see how much they’re owed. 

 

LEWIS: You do say though half a million mothers - or the Times does 

- could be losing up to a billion pounds.  How confident are you that those figures 

are anything like correct? 

 

WEBB: We’ve done some quite detailed sums based on parliamentary 

answers and Grant Thornton, the accountants, have looked and said they think the 

assumptions (if anything) are quite conservative.  But it is an estimate and really the 

point is I’m seeing the Pensions Minister next week, and I’ll be asking him to work 

out their own figures to find out how many people there are.  And if anybody isn’t 
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getting the pension they should be, I’d like to hear from them and we can chase it up. 

 

LEWIS: Okay, well on the line is James Purnell, the Pensions Minister.  

James Purnell, how do you react to these figures? 

 

PURNELL: Oh good morning, Paul.  I mean I am meeting Steve next 

week, but we do think that the story is completely wrong and we’re very confident 

that there’s not half a million women out there who’ve missed out in this way. 

 

LEWIS: How many are there? 

 

PURNELL: Well I mean there are always exceptional cases, but for 

example the allegation that these cases weren’t being checked in the late 70s is wrong.  

I’ve just gone back and checked and when people didn’t put their national insurance 

number on their child benefit form, it was reconciled clerically for people to go into it 

and look into it to make sure, to find out what the national insurance number was.  

There’s now a computer matching system to do that.  So I think what’s happening at 

the moment is people are kind of throwing up a big number and saying you come up 

with your number.  What we’re saying is you can’t actually see how there would be 

systematic failure to record these people with HRP. 

 

LEWIS: No, but the truth is that data matching of that sort often 

doesn’t work and people weren’t even asked to put their national insurance number on 

the form until 1994 and it wasn’t compulsory until 2000, so there must have been an 

awful lot of clerks matching records and presumably in some cases - people move, 

they get married, they change their names - not managing it. 

 

PURNELL: Well, as I said, there are always exceptional cases, but we’re 

confident that it’s very few.  And if anybody has been affected, they can get a refund 

on anything that they’ve missed out on. 

 

LEWIS: Sure. 

 

PURNELL: What Steve’s done is come up with an overall number of 
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people who may have had children and then looked at the proportion of people who 

got HRP, but we think there are perfectly reasonable explanations for why there 

would be a gap between those two - so, for example, people having more than two 

children whereas Steve has only calculated the total number of children; people 

emigrating from the country; immigrating into the country; people on the married 

woman’s stamp.  There are much more reasonable explanations of the gap than 

saying that there’s been a fundamental failure in the system. 

 

LEWIS: Okay, Steve Webb, do you accept your figures might be 

exaggerated? 

 

WEBB: They are an estimate, I accept that, but what’s clear to us is in 

the 1980s women on the married woman’s stamp who spent a few years out of work, 

we don’t think there was any automatic way that they then got their HRP and James 

hasn’t said that there was. 

 

PURNELL: Paul, could I just come back on that one? 

 

LEWIS: Yes, of course James. 

 

PURNELL: There was.  I have checked exactly that point.  In both these 

cases, as Steve has said, where there might have been a mistake in our systems, the 

way people could have slipped through the gaps, in both of those cases there were 

failsafe systems to make sure that they were caught in another way.  So until either 

the Times or Steve can come up with the kind of big gap which would have made this 

happen, all I can say is I think this figure is wrong and I think it is irresponsible of the 

Times to have gone ahead and published this before waiting for me to be able to 

discuss this with Steve because we haven’t even been given the figures to be able to 

go through them and calculate where they’ve come from.  So just to reassure your 

listeners, we are confident this figure is wrong.  You know there may have been 

exceptional cases, but it would be completely wrong to say that there have been 

hundreds of thousands of people affected.  You know I’m very prepared to … 

 

LEWIS: But there may be some? 
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PURNELL: There’s always people at the margin in all sorts of cases, but 

let’s not exaggerate people’s fears about it.  It’s going to be very, very few. 

 

LEWIS: James Purnell, thank you very much, and Steve Webb from 

the Liberal Democrats, thank you.   

 

Now generating your own electricity and selling the surplus to your energy provider 

sounds an attractive idea.  Solar panels, wind turbines are even on sale in DIY shops 

and this week the government announced it was restarting the grants for homeowners 

who fit them.  Bob Howard reports on whether investing in renewable energy is 

likely to pay dividends. 

 

McCARTHY: My name’s Donnachadh McCarthy.  I have one of London’s 

greenest retro eco houses.  Experimental wind turbine.  Next one down is solar 

electric panels.  They’ve been in since 97. 

 

HOWARD: The sun’s nowhere to be seen as Donnachadh McCarthy 

shows me round his green home in South London.  As we stand outside in the 

pouring rain, he points out the solar panels he’s fitted to his roof to produce 

electricity.  That may seem a strange idea on a day like today, but in an average year 

these panels help generate more electricity than he uses, so Donnachadh sells the 

surplus. 

 

McCARTHY: I’ve got two meters.  One shows how much I’ve exported 

over the year and one shows how much I’ve imported over the year, so at the end of 

the year I send EDF Energy a bill. 

 

HOWARD: Donnachadh charged EDF Energy last year about £45 for the 

electricity he sent them.  The electricity he generated to use for himself saved around 

£55 he would otherwise have had to pay a supplier.  But the solar panels cost around 

£13,000, so Donanachadh estimates it’ll take him decades to recoup the cost of 

installing them. 
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McCARTHY: I pay 11p a unit for the electricity I buy into the building and I 

get paid 7p per unit for what I sell out of the property.  With the amount of money 

that you’re now paid for electricity, a rough calculation say might take around 90 to 

120 years payback for the capital investment.  You only do it at the moment even 

with a government grant because you actually want to save the planet. 

 

HOWARD: Some companies do offer you the same price for the 

electricity you supply as you pay for receiving it, but they often charge £100 or more 

to install an export meter.  Now there are calls for change.  

 

I’m at the House of Commons where MPs have been hearing how the German 

government has forced electricity suppliers there to buy back power from individual 

homeowners at a far more generous rate.  That might help explain why in the UK 

there are only around 5,000 electricity producing solar power systems installed in 

homes compared to 300,000 in Germany.  The briefing was chaired by Nottingham 

South MP, Alan Simpson.  He’s an electricity micro generator himself and he wants 

the British government to follow the German lead. 

 

SIMPSON: Well it’s a hopeless deal in the UK.  I get around 40% of the 

market price, whereas if I was doing this in Germany I would be being paid four times 

the market price.  If households around the UK knew they were going to get paid 

four times the market price for a guaranteed twenty years, we’d have exactly the same 

reaction in the UK as they have in Germany. 

 

HOWARD: Solar panel suppliers are also calling for more generous 

feed-in tariffs.  That’s the money energy companies pay homeowners to supply them 

with electricity.  They’re also unhappy that government grants to help pay for their 

products, which have just been reinstated, will now be limited to £2,500 per 

household when previous applicants could get up to £7,000.  The government’s 

defended its new scheme saying more people will get grants and there’ll be less red 

tape.  Lord Truscott, Energy Minister at the DTI, insists the government has the right 

policies in place to encourage micro generation. 

 

TRUSCOTT: If we were to give a similar level of subsidies that the 
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Germans give, it would cost something like £380 million per annum.  That’s a lot of 

money.  We’ve got to decide whether consumers, taxpayers are willing to pay that 

sort of money in the UK.  So we’ve adopted a different approach.  We’re 

developing, as I say, all these strategies to help micro generation which will be worth 

a billion pounds per annum to the renewable sector by 2010. 

 

HOWARD: As for the power companies, they’re also reluctant to go down 

a path which would cost them more money and create more competitors in the supply 

market, even if very small ones.  John Kimber from the energy supplier Centrica 

says his company may consider paying more to homes who supply electricity in the 

future, but he thinks the present system is working. 

 

KIMBER: There are a number of different models here that can work -  

both the German model and the model that we currently operate in the UK.  You 

know I think as this market grows, we have to look at both different models, see 

which one is most suited and adopt that.  At the moment we have got a system that 

works.  It works very well in the UK, the number of micro generation installations 

that are growing annually, but again it is very small. 

 

HOWARD: If solar panels become much more popular, it’s hoped prices 

will come down and so make it more profitable to generate your own electricity.  In 

the meantime micro generation pioneers may have to be content with having made an 

ethical choice and lower bills instead. 

 

LEWIS: Bob Howard reporting. 

 

Up to 120,000 people could be £7 a week worse off after being mis-sold personal 

pensions in the late 80s and early 90s.  Well that was one finding this week by the 

Financial Services Authority, which has been looking at how 8 million people were 

encouraged to contract out of the earnings related state pension, SERPs, and take a 

personal pension instead.  But the FSA says there was no widespread mis-selling and 

the 120,000 represent just 1½% of the total.  It’ll publish a guide to advise them 

what to do later this month, but John Howard, Chairman of the Financial Services 

Consumer Panel, says that’s not enough. 



 

13 

 

HOWARD: Each of those people who have been identified as possibly 

losing out should have been contacted directly with a personalised illustration of what 

moving to the other product might have meant to them.  They would have then had a 

pounds and pence calculation in front of them and they could have decided on that 

basis whether it was worth them doing something about it.  The average here that 

we’re talking about is £7 a week, which doesn’t sound like a lot that people will have 

lost out by, but when you’re a pensioner you know £7 can go quite a long way, so I 

think there is every reason for the industry taking upon itself to explain quite 

specifically to people what it is that they might have lost out by. 

 

LEWIS: That was John Howard.  Vernon Everitt is Retail Director at 

the FSA.  I asked him to explain more about how the FSA have come up with its 

findings. 

 

EVERITT: We’ve been through a very thorough analysis going back 20 

years.  There are a number of things that have led to this general typical trend of 

people having lost out relative to the position that they would have been in had they 

remained contracted in. 

 

LEWIS: So in that sense everyone was sold the wrong pension? 

 

 

EVERITT: No, we need to be very careful here that loss does not equal 

mis-selling.  What has happened over time is that the environment has changed over 

time: people are living longer, annuity rates have fallen so the retirement income 

people are able to get has fallen; we’ve had a very low long-term interest rate 

environment, which again has depressed annuity rates; and of course there’s been 

stock market performance over the long term. 

 

LEWIS: So who was mis-sold? 

 

EVERITT: There are around 1.5% of the policies, of the 8 million policies 

that were sold from 1988 over which we do have concerns.  So that’s about 120,000 
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people who were above the so-called industry pivot age at the time.  Now this was 

the age it was considered to be financially in your interest if you were below the pivot 

age to contract-out because you would be able to benefit over the long-term from 

stock market performance. 

 

LEWIS: What were these ages? 

 

EVERITT: Typically they would have been about 40 for a female and 45 

for a male. 

 

LEWIS: So these 120,000 people were sold personal pensions to come 

out of the state pension even though they were over the age that the industry generally 

thought was too old? 

 

EVERITT: That is in fact the case.  But there are reasons still why those 

people could have decided to do so.  The ability to take their pension earlier, for 

example, than the state pension age; to leave benefits to unmarried partners.  Some 

people will have wanted control over their pension pot rather than relying on 

government pension policy and others would have just been generally comfortable 

with taking investment risk. 

 

 

LEWIS: Right, so some of them may have been mis-sold, in your view; 

some of them may not.  The Financial Services Consumer Panel says you should be 

making the industry write to those 120,000 people so they’ll be clear about their 

position, and if they think they’ve been mis-sold they can make a claim. 

 

EVERITT: I think we share actually the outcome that the consumer panel 

is seeking to address, but we think we can do it in a different way.  What we will do 

is follow up the individual firms who were active in this market to take direct targeted 

and quick action to address any issues amongst that 120,000.  We are publishing 

new material, particularly for people who are over these ages, to enable them to think 

through whether or not they were mis-sold. 
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LEWIS: Which? says it’s the tip of the iceberg. They have said that 

there are 4,500 million people who will be worse off having contracted out of a state 

pension than if they’d stayed in it.  Your own research seems to confirm that at least 

on average people will be worse off.  Are you telling me that only those people who 

were sold pensions above this age the industry fixed were mis-sold and that all these 

other people who are worse off were not mis-sold, not one of them? 

 

EVERITT: I’m not saying that.  There may well be individual 

circumstances where people were given inappropriate advice and that’s why what we 

are seeking to do is put information into the public domain, which will enable people 

to think through whether or not they may have been given inappropriate advice.  

There is a possibility that they were. Complaints so far that have been through to the 

Financial Ombudsman Service have generally been upheld in favour of the firm in 

relation to certainly the under pivot age people.  We have found no evidence of 

widespread mis-selling. 

 

LEWIS: Vernon Everitt of the FSA.  And if you have questions, any 

questions about pensions,  you can call Money Box Live on Monday with Vincent 

Duggleby.  But that’s all we have time for today.  Well almost because there’ll be 

an extra item on our website on compensation for victims of split-capital investment 

trusts.  Our website, bbc.co.uk/moneybox, where you can contact us, listen to the 

items on the programme, have your say on debt.  The BBC Action Line - 0800 044 

044.  I’m back next weekend with Money Box.  Today the reporter was Bob 

Howard, the producer Lesley McAlpine and I’m Paul Lewis. 


