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1 Executive summary

1.1 Background

Rent arrears present a considerable challenge for Metropolitan Housing (MH), with around 15-20% of
MH customers in arrears at any one time. A project between MH and The Behavioural Insights Team
(BIT) began in early 2017, with the aim of using behavioural insights to address MH’s arrears
situation. This report is structured around the three key stages of this work, in addition to two separate
scoping studies, as follows:

Stage 1: ‘Explore’

BIT initially undertook several stages of exploratory work, to gain a deep understanding of the
determinants of arrears, and the context within which decisions about paying rent are made. As part
of this ‘Explore’ work, BIT conducted predictive analytics work on MH’s historical transaction and
arrears data, to look for patterns with the rent arrears data, and look for variables that predict whether
someone will enter arrears before it happens (summarised at Appendix B).

The Explore stage also involved detailed qualitative research with customers and front line staff, to
deliver a rich understanding of both customer perceptions of Metropolitan and the experience of being
in rent arrears, as well as front line staff’'s views of the arrears process. BIT also conducted a wide-
ranging literature review of relevant academic and policy literature on arrears and wider financial
behaviours, to guide thinking for this project, and to act as a reference for MH in their own future
behavioural insights projects (included in section 7).

Stage 2: ‘Solution’

Building on this exploratory work and BIT’s previous experience in designing behavioural
interventions, we created a longlist of potential solutions for tackling the arrears problem. These
solutions included behavioural interventions that were relatively feasible and easy to test, but also a
number of ideas intended to be ‘stretch goals’ to inform MH’s medium or long term plans for applying
behavioural insights to their business challenges. The longlist of solution ideas is included at
Appendix D — Solutions ideas.

Stage 3: ‘Trial’

From the longlist of solution ideas, in collaboration with MH, we selected a small number of ideas that
were judged to be both feasible to implement, and also hold potential for high impact. These ideas
were piloted through three Randomised Controlled Trials (RCTs), each tackling a different aspect of
the arrears problem. Firstly, by encouraging more customers to pay their rent by Direct Debit (DD) we
expect less customers to fall into arrears (Trial 1). Secondly, by reminding customers when their rent
is due, we expect less customers to fall into arrears (Trial 2). Finally, by improving MH’s suite of
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arrears communications, we expect that who fall into arrears to exit the process more quickly (Trial 3).
The results from each trial are summarised below, with more detail in sections 3, 4 and 5.

Scoping studies

Additionally, two scoping studies (published as separate documents) were intended to inform
innovative approaches using behavioural science to significant business problems: the transition to
Universal Credit, and missed maintenance appointments.

1.2 Summary of Explore stage

1.21 Data science

We constructed a predictive model using a year of MH’s transaction and arrears data. This model
aimed to predict future likelihood of entering arrears based on customers’ past arrears behaviour and
other demographic variables. The model achieved a three-times efficiency improvement over random
chance. That is, by using the model to identify the most at-risk 20% of customers, this 20% captures
60% of customers who subsequently enter Priority 1 (the highest level) arrears.

This data science exercise also shows us that the greatest risk-factor for entering arrears in the future
is having spent more weeks in arrears (than other customers) over the past year. This suggests that
targeting past-arrears customers (e.g. with pre-emptive support) will be more effective than targeting
customers on other variables — though some other variables do have a modest predictive power of
future arrears. These include value of rent, increasing age of tenants and higher air quality/lower
traffic accident areas, which all predict a decrease in Priority 1 arrears risk while extra cohabiting
residents (such as children) predict an increased Priority 1 arrears risk.

1.2.2 Customer and staff qualitative research

Qualitative interviews with MH staff and customers suggested a complex arrears picture, but with key
categories of customers emerging. Each category was associated with different primary drivers for
being in rent arrears:

e Struggling customers who are genuinely trying to meet their financial commitments but
experience challenges with insufficient income relative to outgoings, or low levels of financial
capability.

e Strategic customers who make a decision not to prioritise paying their rent, or have their
‘head in the sand’ so decide not to engage with MH in the arrears process.

e Disorganised customers who fail to pay rent as they are simply disorganised or forgetful, not
because they have made a strategic decision or are financially struggling.

While we knew that customers enter arrears for these reasons, the scope of the current project did
not allow us to determine a robust method to allocate customers to each group, or calculate the
relative sizes of each group, as a first step towards developing more targeted interventions. This
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might be a worthwhile exercise for MH to undergo, albeit resource-intensive, requiring extensive
survey work of customers to identify and categorise their main reasons for entering arrears.

1.3 Summary of Trial results

Randomised controlled trials (RCTs) are the best way of determining whether an intervention is
successful, considered to be the ‘gold standard’ of impact evaluations. The key feature of an RCT is
that it involves a randomly assigned control group, who do not receive any intervention (or receive
the ‘business as usual’). This enables you to compare the effectiveness of an intervention against
what would have happened if you had changed nothing.

1.3.1 Trial 1: increasing sign-up to Direct Debit

The intervention consisted of sending a letter or postcard to MH customers not currently paying
through Direct Debit (DD), plus two SMS messages (one coinciding with the letter, and one a week
later). Four variations of this intervention were tested, varying the format (postcard vs. letter), the ease
of signing up (tear-off DD form included vs. not) and the inclusion of an incentive (£1000 prize draw
vs. not). A control group received no letter, prize draw or SMS.

Overall, we find that customers who received any of the four interventions were significantly more
likely to sign up to DD than customers in the control group. The intervention roughly doubled the
number of DD sign-ups. This is statistically significant. However, the absolute numbers are still very
small, as presented in Figure 1: 60 customers (2%) signed up in the treatment group, compared to 30
(1%) in the control group. For this reason comparisons between the interventions are not robust
(discussed in section 3.5.2).

Figure 1: Impact of the interventions on percentage of customers signing up to pay by DD
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1.3.2 Trial 2: Reducing the number of customers who enter
arrears

The intervention consisted of sending of a reminder to customers to pay their rent. Customers who
pay their rent weekly (and who were not in receipt of housing benefit and did not pay by DD) were
placed in two groups. The treatment group received a weekly SMS (on a Monday morning) reminding
them to pay their rent, while the control group received no reminder SMS.

We found that customers who received SMS messages were significantly less likely to fall into arrears
during the trial period than those in the control group. The intervention decreased the proportion of
customers who fell into arrears at least once during the trial period by 5.6% points, from 57.2% in the
control group, to 51.6% in the treatment group. This is a relative reduction of 10%, and is a
statistically significant difference. These results are presented below in Figure 2.

Figure 2: Impact of the intervention on arrears status
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1.3.3 Trial 3: Helping customers get out of arrears

This trial tested a new suite of behaviourally-informed arrears communications to increase the speed
that customers exit the arrears process.

When MH’s general needs customers enter rent arrears they receive a series of correspondence.
This involves (in order) Letter 1, Letter 2, Notice of Seeking Possession (NOSP) and Letter 5. The
treatment group received alternate versions of each of these communications, and received an SMS
message to coincide with each letter. The control group were sent the business-as-usual set of
correspondence. The treatment letters incorporated a variety of behavioural insights, including
simplification, clearer calls to action, reciprocity and personalisation. The ftrial letters and SMS
messages can be found at Appendix E.



Our analysis found that customers in the treatment group were in arrears for an average of 6.6 weeks,
compared to an average of 6.9 weeks for customers in the control group, however this difference was
not statistically significant.

Figure 3: Average time in arrears
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We also found a lower arrears balance between the two groups, although again this difference
between control and treatment groups was not statistically significant. Our analysis did however,
suggest treatment customers left the trial at an earlier stage, and made more contact with MH — and
these differences were statistically significant (discussed in sections 5.5.5.2 and 5.5.3).

1.4 Discussion and recommendations for future
work

Results from the three RCTs suggest that behaviourally-informed communications hold significant
potential for positive improvements to MH'’s arrears situation. Specifically, the interventions were
successful in:

e significantly reducing the number of customers entering arrears;

e increasing the number of customers paying by direct debit;

e increasing the number of customers in arrears making contact, and

e less conclusively, may have slightly brought forward the point at which customers exit
arrears.

Human behaviour can be very difficult to change, particularly in light of the fact that some customers
face significant barriers (e.g. a genuine inability to pay) or strong conflicting motivations (e.g. a strong
aversion to signing up to Direct Debit to maintain greater control over financial outgoings). In this
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context the three trial results represent a success, and offer valuable learnings to MH as they
continue to draw on behavioural insights to find further improvements.

Below we note some general observations from all three trials — more specific points are included in
the detailed summaries of each trial later in this report.

Differential impacts on different customer segments.

One of the key insights is that we are likely to have had a greater impact on some types of customers
than others, and this is to be expected given the different barriers and motivations we face. Broadly
we identified three categories of customers defined by their main causes of facing arrears: financial
pressure (the struggling), forgetfulness and lack of financial organisation (the disorganised), and
deliberate choice to prioritise other expenditures or to ‘use’ rent arrears as a cheap form of credit (the
strategic). A full segmentation exercise dividing the customer base into these categories has not been
undertaken, as it would require significant survey work to understand, and allocate, the motivations of
the whole arrears customer base. However, this insight nonetheless helps to interpret the results of
the three trials, and may assist with the development of further behavioural solutions.

For instance, whilst we had success in encouraging Direct Debit sign-up, our impact is likely to be
limited at those struggling to pay (and thus as greater risk or having a DD payment fail), and those
who are deliberately using arrears to their advantage, are both strongly motivated to maintain control
of their outgoings and therefore motivated against the use of DD. We suggest it is therefore likely that
the incentive to use DD was most effective among disorganised customers (who are most likely to
benefit from it, and least likely to be averse to it). It may take a much stronger incentive to motivate
the strategic customers.

The results of Trial 2 (into arrears) suggest that reminders to pay rent can reduce the number of
customers who enter arrears by 10 percent. Again, we might speculate such a reminder is likely to be
most effective amongst two of the three categories: disorganised customers, for whom a timely
prompt is a helpful reminder to pay rent; and the strategic, for whom a social norm informing them that
most people pay their rent on time may recalibrate their beliefs about the acceptability of entering
arrears. Again, those who genuinely struggle to pay are not likely to be helped by a reminder SMS.
Indeed all light-touch ‘nudge’ type interventions will have limited impact on those with major financial
difficulties, to the extent that they are forced to make genuine trade-offs between, for example, buying
food and paying their rent. An exception to this might be the increased contact rates among those in
arrears seen in Trial 3. By taking a more friendly and approachable tone, it is plausible that this
increase in contact included struggling customers, for whom eliciting greater communication should
be considered a success, compared to the alternative strategy of disengagement and failure to
address the issue.

Quantifying the number of customers who fall into each segment (struggling, disorganised, strategic)
would therefore be a useful next-step, such that MH can strategically direct their efforts towards
nudging the disorganised, developing stronger incentives or sanctions for the strategic, and offering
more intensive support to the struggling. We note, however, this is a substantial undertaking, as it
would require extensive surveying of their customer base to identify, and allocate, their financial
situation and motives/causes for entering arrears.



Capacity building

One of the major motivations for running this project was to allow MH to learn and develop the
behavioural-insights capabilities to run their own projects in future. To this end BIT provided a series
of training sessions, whilst the wider project was designed to help MH staff learn-by-doing. Following
feedback from MH, we understand the significant time and effort in designing, launching and
managing RCTs presented some challenges. However, based on what has been learnt so far, we
recommend MH continue on a journey of testing and adapting, potentially working towards an
ambitious program in the future that encompasses both segmented and targeted communications.
We recommend starting by identifying ‘low hanging fruit’ where a.) the behaviour might conceivably
be influenced, i.e. is not subsect to unusually stubborn practical or behavioural barriers, b.) delivering
the intervention (i.e. making changes to MH process) is feasible, and c.) data collection on the
behaviour in question is also feasible.

Additionally, some of the analysis was made more challenging as a result of data that is complex and
in certain situations, of questionable reliability. Such data may have historically served MH’s analysis
purposes but may undermine the aspiration of developing a culture of testing and optimisation.
Considering ways to simplify or rationalise data management will help MH to manage future Bl
projects.

Additional takeaways for MH

One key insight emerged which is likely to be dampening all efforts to reduce rent arrears. Our
explore work suggested a ‘last mile’ problem — where customers’ intentions are thwarted at the final
stage through obstacles and extra frictions that make it challenging to follow-through. In this case,
customers systematically reported difficulty in getting through to speak to MH staff. The power of any
previous intervention may be diluted through the friction involved in completing an action. We
recommend that MH examines this issue further, and we stress the importance of making the desired
behaviours (many of which require calling MH’s telephone line) as easy as possible. Any steps taken
to ease this process for customers is likely to pay dividends in the impact it has on arrears resolution
(this would include, but not be limited to, reducing the hold time significantly). Alternatively, rather than
focusing on making it easier to get through on the phone, MH might consider using Bl to further
encourage channel shift towards digital interactions through a website or app, to reduce the reliance
on phone communication.

We also suggest MH conduct further work to enable robust return on investment (ROI) calculations.
Quantifying the financial savings of a single extra customer paying by direct debit, or exiting the
arrears process earlier would allow MH to calculate overall organisational impact from Bl projects, and
model different levels of investments to help develop a business case for further work.

Having worked closely with BIT on delivering this trial, MH’s Insights and Income teams should be in a
strong position to take these learnings forward, and embark on their own program of RCTs to extend
learnings from this trial.
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2 Background: Reducing rent arrears at
Metropolitan

Rent arrears are a considerable challenge for MH, with around 15-20% of MH customers in arrears at
any one time. To address these challenges, BIT undertook a project adopting BIT’s standard TEST
framework for how we approach a behavioural insights project. This covers four phases: Target
(defining the target behaviour we wish to change); Explore (understanding the context within which
decisions are made); Solution (creating interventions based on our previous trials and the behavioural
science literature); and Trial (designing and running a robust trial to understand the impact of these
interventions).

In this project, the overarching aim was to reduce MH’s rent arrears, with three specific Target
behaviours:

1. Encouraging greater uptake of Direct Debit among general needs customers

2. Encouraging customers to pay on time and thus reduce the number of those entering arrears

3. Encourage those who do enter arrears to clear their arrears or come to an arrangement more
quickly.

Explore work, which included qualitative interviews with MH customers and staff revealed a complex
arrears landscape. A key insight that emerged from this research was that there are three key
categories of customers, and each category is associated with different primary drivers for being in
rent arrears:

e Struggling customers who are genuinely trying to meet their financial commitments but
experience challenges with insufficient income relative to outgoings, or low levels of financial
capability.

e Strategic customers who make a decision not to prioritise paying their rent, or have their
‘head in the sand’ so decide not to engage with MH in the arrears process.

e Disorganised customers who fail to pay rent as they are simply disorganized or forgetful, not
because they have made a strategic decision or are financially struggling.

The full output from the Explore work is available at Appendix C.

Based on the insights from our Explore work, BIT’s previous trials and the wider behavioural science
literature we developed a longlist of potential solutions. These ranged from adjusting the timings of
communications, to deploying systems of behaviourally-informed incentives, and were intended to
serve as a source of ideas for MH to consider applying in future. A full summary of ideas is provided
at Appendix D.

For the next stage of this project MH and BIT collaboratively prioritised the interventions, identifying
three solution ideas which were deemed to be both highly feasible and had high potential impact.
These formed the basis of the three trials summarised in this report as follows:
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1. Trial 1: Increase the proportion of customers who pay their rent by DD, based on the premise
that Disorganised customers are less likely to fall into arrears if they have a DD that does not
require a repeated action to pay their rent.

2. Trial 2: Remind customers when it is time to pay their rent. Strategic and Disorganised
customers may respond to a timely prompt to pay, which is intended to reduce the number of
customers entering arrears.

3. Trial 3: Increase the speed that customers exit arrears by improving MH’s suite of arrears
communications. At the individual level, we do not know if customers are Struggling,
Strategic, or Disorganised, so this trial tested a series of behaviourally-informed
communications that incorporated insights designed to motivate payment amongst Strategic
and Disorganised customers, and to increase contact from those Struggling or unable to pay.

The remainder of this report summarises the findings from these three trials. Details of the Explore
work and the longlist of Solutions can be found in Appendices C and D respectively.
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3 Trial 1: Encouraging uptake of Direct Debit

3.1 Background

This trial intended to reduce arrears by increasing the number of customers paying their rent by DD.
However, qualitative research with MH customers indicated high levels of resistance to paying rent
using this payment method.! Of MH’s customers, approximately 30% pay their rent by DD. Fieldwork
conducted as part of the project suggested that low uptake is not due to low levels of awareness of
DD; customers broadly understand both how it works and its benefits (and frequently use it to pay
other bills), but there remains resistance to this method of paying their rent (see Appendix C for
further detail).

For many MH customers, particularly those on benefits, the benefits payment schedule was a
perceived barrier to paying by DD. Customers were concerned that a fixed DD date might not align
with the date they receive their income, and often did not realise that the DD payment date could be
aligned with their personal benefit or income schedule. Some customers had incurred bank charges in
the past as a result of failed DDs.

Other customers, particularly those with negative experience of MH, preferred to use methods like a
rent payment card as they felt it was more secure. Another commonly mentioned factor was concern
about using DD for relatively large expenditures (such as rent), particularly when money is tight and
DD is not compulsory. Some older customers preferred paying at the post office, in the “old fashioned

”

way”.

This trial aimed to test behaviourally-informed interventions including incentives and pre-filled DD
forms to overcome these barriers to paying rent by DD. See sections 6 and 9 for further information
on the behavioural insights harnessed in these interventions.

3.2 Interventions tested

The intervention consisted of sending a letter or postcard to MH customers not currently paying
through Direct Debit, plus two SMS text messages (one coinciding with the letter, and one a week
later). Four variations of this intervention were tested, three of which had a cash prize of £1000. A
control group received no letter, prize draw or SMS.
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Table 1: DD trial arms

Condition Description

Control arm 1 e No letter or SMS

Treatment arm 2 e Behaviourally informed letter
Cash prize (lottery) element (£1000)

Treatment arm 3 e Behaviourally informed letter

(As arm 2, but with the addition of a e Cash prize (lottery) element (£1000)
DD form and pre-paid envelope) e DD form and pre-paid envelope
Treatment arm 4: e Behaviourally informed A5 postcard

(As arm 5 but without the cash
prize element)

Treatment arm 5: e Behaviourally informed A5 postcard
(As arm 2 but sent in the form of a e Cash prize (lottery) element (£1000)
postcard rather than a letter)

Interventions are included at Appendix E.

3.3 Outcome measures

The primary outcome measure was whether a participant set up a DD within four weeks of the
communications being sent, which involved a comparison of the four treatment arms (arms 2,3,4,5)
compared to the control arm.

A secondary analysis was conducted to compare the outcomes between the treatment arms, but it
should be noted that to mitigate against a risk of an underpowered trial as a consequence of multiple
comparisons, the comparisons between each individual treatment was exploratory, and did not form
part of the primary analysis.

To summarise the aims of the secondary analysis:

e comparing arms 4 and 5 provides an indication of the additive impact of the lottery element;

e comparing arms 5 and 2 allows us to determine the relative impact of a letter in an envelope
(which needs to be opened), versus a postcard (which does not need to be opened);

e comparing arms 2 and 3 determines the impact of a letter including a semi-completed DD
form and pre-paid envelope, compared to just a letter.
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3.4 Implementation and challenges

We ran an RCT, the gold standard of impact evaluation methods in which a randomly allocated
treatment group (receiving DD messaging) is compared to a control group who received nothing.
Random allocation ensures the groups are identical except for receipt of the letters. Comparing the
two groups on our outcomes of interest (signing up for DD) therefore allows us to attribute any
differences in outcome to the impact of the intervention.

There were four challenges in implementing this trial, which are summarised below:

e Due to an error at the mailing house, the first SMS (scheduled to be sent at around the same
time that the letter was received), was not sent as planned. This mistake was noticed a week
after the trial began, and the SMS was subsequently sent on 26 April, rather than the planned
date of 16 April. This delay between receiving the SMS and the letter may have limited the
effectiveness of the intervention.

e After the trial had begun, MH realised that some customers who were already paying their
rent by DD may have been selected for the trial sample. This was partly a consequence of
data quality, and partly due to challenges in determining the current payment method for
every customer. At the analysis stage MH supplied a list of customers (approximately 124
across the control and treatment arms) who they believe may have already been paying by
DD. Excluding these customers did not alter the results.

e MH’s IT team requested three weeks’ notice between supplying a list of customers for
randomisation, and the start of the trial. This is a potential issue because a customer included
in the trial might have chosen to already sign up for a DD in the intervening 3 weeks, but were
then contacted and offered an incentive for something they may very recently have done.
Customers who set up a DD in this period were excluded from analysis.

e The main call to action for this intervention was for customers to ring the contact centre to set
up the DD, but during the trial period call inbound call volumes were high, partly as a result of
another trial on rent arrears that was in the field. This ‘last mile’ problem of getting through on
the phone may have limited the effectiveness of the intervention.

3.5 Results

This section outlines the findings from our primary analysis, which assesses the impact of receiving
any of the four interventions compared to the control group, and our secondary analysis which
compares each intervention arm individually to the control group. All analysis used linear regression.?
We conclude with a discussion of the interpretation and potential impact of these results.

3.5.1 Primary analysis

Overall, we find that customers who received any of the four interventions were significantly more
likely to sign up to DD than customers in the control group. The intervention roughly doubled the
number of DD sign-ups. This is statistically significant. However, the absolute numbers are still very
small, as presented in Figure 4: 64 customers (2.1%) signed up in the treatment group, compared to
30 (1%) in the control group.
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Figure 4: Impact of the interventions on percentage of customers signing up to pay by DD

Percentage of customers signing up for Direct Debit

21
~ 1.0
. I
Control Treatment

Total N=6,029
*** p<0.001, ** p<0.01, * p<0.05, + p<0.1

3.5.2 Secondary analysis

Our secondary analysis examines the impact of each of the interventions individually relative to both
the control group, and each other. Overall, we find treatment arm 2 is the only arm that has a
significant effect, equating to a 2.1% point increase relative to our control group. This suggests arm 2
was the most effective intervention, though this conclusion should be heavily caveated due to the low
power of these subgroup comparisons. The results are displayed in Figure 5 below.
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Figure 5: Impact of the interventions on percentage of customers signing up to pay by direct debit
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As the absolute numbers of signups in each treatment arm were low, differences in pairwise
comparisons between treatment arms were not statistically significant, so we are not able to estimate
the specific impact of the lottery, pre-filled DD form, or postcard.

3.6 Discussion

The intervention roughly doubled the number of DD sign-ups compared to MH’s ‘business as usual’.

It became clear throughout our fieldwork for this trial that many of the barriers to DD sign-up are
deliberate choices made by customers, often with reasonable justification, for example wanting to
maintain control of their money, or having previously been fined for failed DD transactions. This is a
valuable lesson in itself, as it suggests the issue is not primarily one of low awareness, unfulfilled
intentions to sign-up, or behavioural biases. This implies there may be less scope for light-touch
'nudges' to have an impact. This was the rationale for focusing on using a cash prize incentive, to
make the prospect of DD fundamentally more attractive. However, the £1,000 on offer may not have
been sufficiently motivating for many customers.

An alternative that could be tested is to offer a prize for the customer to live rent free for a year. This
would have been more expensive for MH, but a larger prize may have been more motivating than the
sum of £1,000 which, while significant, may not feel ‘life changing’ for many customers. As the
relationship between size of prize and attractiveness is non-linear, it may be that a larger prize is
more effective and could justify the larger investment, but it is difficult to find the ‘sweet spot’ between
size of prize and response without testing, and the relatively low number of extra DDs that resulted
from this intervention make it difficult to make the case for further investment.
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MH staff reported? that on some days during the trial period MH’s contact centre experienced
exceptional call volumes, with particular spikes on the day that weekly rent reminder SMS messages
were being sent (sent as part of a separate arrears trial currently being conducted by BIT). During our
customer research, MH customers reported that it is frequently difficult to get through to the contact
centre, and this difficulty seems to have been compounded during the trial period by our other trials
that were also encouraging customers to call the contact centre. Therefore it is possible that other
customers were attempting to get in contact with MH to setup a DD and enter the prize draw, but gave
up when they were not able to get through.

The first SMS message was intended to be sent close to the moment that the customer receives the
letter. In a number of other trials we have found strong effects from a combination of receiving both a
letter and a SMS messages. While difficult to quantify or estimate, it is possible that the delay
between receiving the letter and receiving the first SMS may have somewhat diluted the power of the
intervention.

A doubling of uptake of DD is clearly a significant result, but questions remain as to how valuable this
is to MH given the small absolute numbers. In designing the trial with MH it became clear that the true
value to MH of a customer signing up to DD is not clear - the presumption is that rent payments will
be more reliable. This is something which could be quantified in future work to ascertain the true
business value of each additional DD sign-up. For instance, the treatment and control groups from
this trial could be monitored for 12 months to see if there is any difference in payment behaviour or
rent arrears as a result of being incentivised to sign up to DD.

3.7 Recommendations for future work

The result of this RCT suggest that a behaviourally-informed communication combined with a strong
financial incentive can significantly increase DD signup. However, this is from a low base, and so MH
will need to carefully consider whether or not this result is financially worthwhile given the costs of
implementing and funding the prize draw.

However, lessons from this trial might be applied in other ways. We understand that as part of every
customer conversation MH staff encourage the customer to sign up for DD. MH could develop a
standard script incorporating behavioural insights language for staff to use when speaking to
customers, or could offer a prize draw incentive when talking to customers on the phone. BIT would
be happy to discuss this further, if it is of interest to MH.

Additionally, if MH are interested in pursuing further work into behaviourally-informed incentives, we
advise an exercise to quantify the financial benefits of each additional customer moving to DD (for
example in terms of lower processing costs) to allow an informed decision on the optimum levels of
incentive to offer. See sections 6 and 9 for further information on the behavioural insights used in
these messages.
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4 Trial 2: Reducing the number of customers
who enter arrears

4.1 Background

This trial aimed to reduce the number of customers who fall into arrears. A number of BIT’s previous
studies have demonstrated the power of a timely prompt in encouraging desirable behaviours. The
rationale for this trial was that a proportion of customers may enter arrears not because they do not
have sufficient income to pay their rent, but because they are disorganised, are too busy, or simply
forget to pay. This trial intended to send a simple prompt to remind weekly payers when their rent was
due.

The intervention used several well-evidenced behavioural insights. In addition to the power of timely
reminders themselves, these incorporated elements of personalisation (using the customer’s name,
and being signed off by a named individual at MH); and social norms (highlighting that most other
customers pay on time, harnessing our tendency to be influenced by peer behaviour, and
undermining our tendency to excuse our bad behaviour on the premise that ‘everyone does it'). See
sections 6 and 9 for further information on the behavioural insights used in these messages.

4.2 Interventions tested

Customers who pay their rent weekly were placed in two arms. The treatment arm received a weekly
SMS (on a Monday morning) reminding them to pay their rent, while the control arm received no
reminder SMS.

Customers were excluded from the trial if they pay four-weekly or monthly, pay by direct debit, or were
in receipt of full housing benefit (HB) or UC.

The SMS sent (from week 2 of the trial) was as follows:

Hi <first name>, your rent is due each Monday. Most of our tenants pay on time — thank you if you're
one of them. Please pay your rent today. Thanks, John at Metropolitan. 020 3535 3535’.

Based on early customer feedback, the SMS was changed in week two of the trial - see the
implementation and challenges paragraph for further detail.
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4.3 Outcome measures

4.3.1 Primary outcome measures

We collected weekly data points at the customer level, giving us approximately 16 data points per
customer (one data point per week) over the trial period from May to July 2018.

The primary outcome measures were:

1. Proportion of customers falling into arrears over the trial period. This was defined by
Rentsense priority status (P1-P5).4
2. Average projected arrears balance over the trial period.

4.3.2 Secondary outcome measures

The secondary outcome measure was the rate of customer contact, for example the number of
inbound telephone calls, emails, letters and SMS messages that were received from customers by
MH’s Contact Centre.

4.4 Implementation and challenges

We ran an RCT, the gold standard of impact evaluation methods in which a randomly allocated
treatment group (receiving rent reminder SMS) is compared to a control group who were not sent the
SMS. Random allocation ensures the groups are identical. Comparing the two groups on our outcome
of interest (falling into arrears during the trial) allows us to confidently attribute any differences in
outcome to the impact of the intervention.

There were several challenges in implementing this trial, which are summarised below:

e Due to an error, the first SMS was sent with an incorrect phone number. As a result any
customer who tried to call MH by clicking on the number in the message would not have got
through to the Contact Centre. This error was resolved by week two of the trial.

e A number of customers complained about receiving reminders to pay their rent. Anyone
making contact with negative comments about the messages was removed from the
treatment group, and sent no more messages for the duration of the trial.

e In week 1 of the trial, it emerged that a number of customers receiving weekly rent reminders
were already in credit. While a relatively low proportion of customers raised a complaint, it
was decided to stop sending messages to those 224 customers in credit.

e Feedback from MH’s Contact Centre indicated that a significant (but unspecified) number of
customers objected to the wording of the message, particularly if they had already paid that
week, or were in rent credit. Based on the feedback that the wording could be interpreted as
accusatory, and to account for customers who may already be in credit, the wording of the
message was softened to include the line “thank you if you’re one of them?”, after the social
proof message that ‘Most of our customers pay on time”.
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4.5 Results

This section outlines the findings from our primary analysis, which assesses the impact of receiving
the reminder SMS compared to the control group. All analysis used linear regression.5 We conclude
with a discussion of the interpretation and potential impact of these results.

As mentioned above, customers in credit and those who complained were no longer sent messages.®
However while these customers were sent no more messages they remained in our analysis; the only
exclusions at the analysis stage from our initial sample were the 224 customers who were already in
credit. As this trial aims to reflect the realistic challenges of operations for MH’s income team, if such
an intervention were to be rolled out more widely, it would be reasonable to expect a proportion of
customers would opt-out of receiving the messages. Therefore retaining for analysis those customers
who requested to be removed from the treatment permits a more realistic estimate of organisational
impact from the trial.

Our final sample was 1,407 customers split evenly between control and treatment groups.

4.51 Primary analysis

Overall, we find that customers who received SMS messages were significantly less likely to fall into
arrears at least once during the trial period than those in the control group. The intervention
decreased the proportion of customers who fell into arrears at least once during the trial period by
5.6% points, from 57.2% in the control group, to 51.6% in the treatment group. This is a relative
reduction of 10%, and is a statistically significant difference. These results are presented below in
Figure 6.

Figure 6: Impact of the intervention on arrears status
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Where customers entered arrears during the trial period, our analysis also suggested no statistically
significant difference in the projected arrears balance between the two groups. These results are
presented in Figure 7 below.

Figure 7: Impact of the intervention on projected arrears balance
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4.5.2 Secondary analysis

As secondary analysis, we assessed whether there was any difference in inbound customer contact
rates between the SMS and control groups. We find no substantive difference between the two
groups, with the average customer contacting MH on just under two occasions over the trial period.
These results are presented in Figure 8 below.
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Figure 8: Impact on rates of customer contact
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To examine the longevity of the impact, during the last four weeks of the trial half of the 5127
customers who had received SMS messages were re-randomised back to the control group - so
received no further messages. This was intended to assess whether receiving the messages had
created a habit which persisted after the messages were no longer sent, or if messages must be sent
over the longer term to achieve consistent payment behaviour. Following the re-randomisation we
conducted balance checks to ensure that the two new groups created (control and treatment) were
similar in terms of the proportion of customers who had been arrears in the previous 12 weeks prior -
i.e. there was no systematic difference between the recent arrears behaviours of the two groups.

Overall, we found suggestive evidence of a small effect on arrears as a consequence of no longer
receiving the SMS messages; customers who had received messages in the first part of the trial but
not the second appear slightly more likely to fall into arrears in the later stage, compared to those who
continued to receive the messages. This could suggest customers did not receive enough messages
to create a lasting habit; or that the intervention must continue for a longer period of time to achieve
consistent reduction in arrears. However, these results are not at a level of statistical significance that
we can be confident in a difference between the groups - further research would be required. The
results are presented below in Figure 9. Note that in figure 9 the control group consists of people who
had received reminder messages during the first part of the trial, but not in the last four weeks, while
customers in the SMS group continued to receive messages throughout the trial.
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Figure 9: Impact of not receiving the intervention during the last four weeks
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4.6 Discussion

The intervention reduced the number of customers entering arrears by around 10%. Despite some
challenges in implementation, this suggests that simply reminding people to pay their rent could be an
effective method of reducing MH’s overall arrears, and help to achieve business efficiency.

With reference to the aforementioned categories of non-paying customers (struggling, strategic and
disorganised), we suggest the intervention is likely to have been more effective with those who are
strategically not paying, and in particular, among those who are simply disorganised and most likely to
be forgetting to pay. Among those who simply cannot afford to pay (the struggling), this intervention
does little to remove this barrier.

For practical reasons relating to data quality this trial did not include customers paying their rent in
monthly or in four-weekly cycles. Customers on housing benefits were also excluded, as they are not
required to pay their own rent (money is transferred directly to MH by DWP). But with the transition to
UC an increased number of customers will become responsible for paying their own rent (many for
the first time), and the results of this trial suggest that text message reminders could be effective in
encouragin