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This report outlines a service improvement trial run by Shift
and Fair Finance, funded by the JP Morgan Foundation.
Shift is working with Fair Finance to devise and implement
Randomised Controlled Trials (RCTs) to improve the
impact of their Personal Loan service, which provides
more affordable loans to those who are excluded from

RCTs are widely considered to be the "gold
standard for effectiveness research”.
Comparing two groups which have been
randomly assigned reduces the potential that
something other than the intervention is driving
any change that is observed. We therefore
chose to do an RCT in order to find out whether
any changes observed through this experiment
could be attributed to the treatment.

We began by conducting a literature and
landscape review. This fed into a series of
workshops with Fair Finance staff in which we
identified opportunities to improve aspects of
the Personal Loans product which are testable
within the timeframe of this project (July 2019 -
March 2020).

This first trial sought to assess the effect of
online choice architecture on consumer
borrowing behaviour. Specifically, we looked
at whether reducing the default loan amount
displayed on the online calculator seen by
applicants immediately prior to submitting an
application affects the size of loan requested.

We found that changing the default on the
online calculator from £500 to £100 reduced
the loan amount requested by 5% and closed
the gap between the amount that customers
request and the amount they are offered by 22%.

mainstream finance.

Background

This project seeks to respond to two issues related to
acceptance rates:

1. Affordability: the insight that many clients apply for
more than they can afford and are on average offered 22%
less than the amount requested.

2. Client satisfaction: the insight that drop-off rates are
perhaps influenced by an applicant’'s disappointment
at being offered less than they applied for (between
December 2018 and October 2019 just 38% of loans
offered to online customers were taken up).

The intervention design draws on the concept of
anchoring: the idea that irrelevant information can act as
a psychological benchmark which can have a significant
influence on customers’ decision making. Previous trials
in other contexts have shown that clustering decisions
around a number that serves as a reference point can
affect decision-making and behaviour. For example:

» A study in the US found that participants who were
auto-enrolled in an employee 401K saving scheme were
not only more likely to participate in the scheme than
those who were not auto-enrolled, but were also likely
to stick with the default contribution rate. The authors
explain that “this default behaviour appears to result from
participant inertia and from employee perceptions of the
default as investment advice”. 2

A trial by the Dutch regulator which explored the effect
of modifying the default amount shown on a credit
application form. One group was shown a default amount
of €9,000, another €5,000, and a third were presented
with a blank field (no default). They found that changing
the default affected the distribution of credit amounts
requested, with more people applying for credit of €9,000
(4.5%) than when they were shown a default amount of
€5,000 (0.4%) or were required to make an active choice
(0.7%). However, the average amount requested was
roughly the same across the three groups. 3

e Research in the UK and US which found that increasing
the minimum payment amount displayed on a credit card
statement results in an increase in the average payment
amount. *?
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Intervention

The trial sought to explore the following question:
Does changing the default setting of the online
calculator from £500 to £100 reduce the amount that
new online customers apply for? Ultimately, we want to
understand whether this affects uptake and affordability
of loans, though this is beyond the scope of this trial.

The intervention focussed on the online calculator that
loan applicants use to decide on an amount to borrow.
When they have settled on a loan amount and duration,
the customer can proceed to the application by hitting
the "Apply Now" button. This takes them to the full
application form with the values from the calculator
auto-filled into the form.

New online borrowers can request between £100 and
£1000. The calculator has a default loan amount of
£500 when a user lands on the webpage. This default
amount continues to be seen for the Control group

in our trial. An intervention or Treatment group was
randomly allocated to an online loan calculator that was
automatically defaulted to show a loan amount of £100.
£100 rather than £0 was chosen as the default for the
treatment as it is the smallest loan value that Fair Finance
currently offers. Screenshots of the landing page of
Control and Treatment groups can be seen below.

Control

Treatment

Trial design and implementation

For a period of just over four weeks, from 6 December
2019 to 8 January 2020, a total of 5,836 new online
customers applied for a loan. Of these, 5,833 used the
online calculator to start their loan application. The
remaining three most likely directly navigated to the
application form and so we removed these observations
from our analysis.

When a new user arrives on the personal loan webpage
they are automatically allocated using a random number
generator to either see the Control (E500) or Treatment
(£100) default amounts in the calculator. To avoid
confusion, a cookie implemented via the website ensures
that any return visitors will continue to see the version
that they saw on their first visit.

Assessment of the page hits and applications suggests
that there was no attrition between Control and
Treatment groups. A further check confirms that the
randomisation process provided us with comparable
groups. For more detail on this, please see Appendix 1.
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Changing the default on
the calculator from £500 to

£100 reduced loan amount

requested by 5% (4.6%)

Primary findings

We found that the Treatment had a statistically significant
effect on the loan amount requested, with customers in
the Treatment group requesting loans that were £23.90
(4.6%) smaller than those requested by the Control
groups. This is a highly statistically significant finding at
the 1% confidence level and means that the intervention
had the assumed effect of reducing the size of loan that
customers in the Treatment group applied for. For more
information, please see Appendix 2.

It's interesting to note that a similar trial run by the
Dutch regulator® found that, unlike the findings from
this trial, the average amount of credit credit requested
remained roughly the same across the three situations
they tested (a default amount of €9,000, €5,000 and an
unset default).

Secondary findings

Our sample size was only calculated to be able to detect
an effect on loan amount requested, not for the effects
described in this section. These secondary findings have
been included to give Fair Finance some insight into
potential other areas of impact and interest. However,
the following analysis must be taken with caution.

Loan amount offered

Changing the default on the calculator from £500

to £100 reduced loan amount offered, but this is not
statistically significant.

A secondary outcome we were interested in is whether
the loan amount that is offered to the customer has
changed as a result of the Treatment. We found that the

Findings

treatment had a negative impact on the amount offered,
but this is not significant at the 5% level. However, this
trial was not powered to detect an effect and the sample
size of a month’s actual approvals is not enough to draw
conclusions. That means in this case that we cannot be
certain that the treatment does not have an effect on
loan amounts approved or that it does have an effect.

A further trial with a larger sample size would be able to
show with more certainty what effect this intervention
had on loan amounts offered.

Difference in requested versus approved amounts
Changing the default on the calculator from £500

to £100 reduced the gap between the loan amount
customers request and the loan amount they are
offered, and this is statistically significant.

Whilst we were unable to say anything definitive about
the effect of the treatment on loan amount offered,

we did see a large and significant reduction in the gap
between the loan amount consumers requested and the
loan amount they were offered. This gap fell from £172
in the Control group to £134 in the Treatment group,

a fall of 22%. This difference is significant at the 1%
level. This makes sense as the Treatment group is being
anchored towards a lower, and perhaps more realistic,
loan request. This could help reduce the frustration that
consumers feel when being offered loan amounts less
than their requested amount.

Approval, decline and drop-off rates

Changing the default on the calculator from £500 to
£100 did not have an effect on approval rate, declines,
or drop-offs.

There was a possibility that reducing the loan amount
requested could improve the chances of individuals
being approved for a loan and that drop-offs were lower
if the offer amount was closer to the requested amount.
We did not find evidence that there is any significant
difference in the completion rates between the two
groups - the number of contracts that are finalised and
agreed with clients six weeks after the end of the trial is
3.05% in the control group, and 3.08% in the Treatment
group. However, as above, the experiment was not
powered to detect this, and we note there are many
factors affecting approval rates beyond just the value of
loan requested.

Similarly, we did not find statistically significant
differences between the proportion of declined
applications in the Control (76.2%) and Treatment (77.0%)
groups, or in differences between the amount of
drop-off in the Control (20.7%) and Treatment (19.9%)
groups. We have sufficient sample size to be confident in
these results. There is no difference between control and
treatment on these outcomes.
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Further exploration

Now that we have confidence that changing the
choice architecture of the online calculator in this

way reduces the average loan amount requested, Fair
Finance is interested in running a further trial or set

of trials which are powered to tell us - in statistically
significant terms - more about the following questions:

Amount
offered

Does changing the default setting
on the online calculator reduce the
loan amount offered to customers?
(As described above, this trial was
not powered to tell us about this
outcome in statistically significant
terms.)

Affordability

If we find that reducing the amount
requested also reduces the overall

loan value awarded, then does this

also feed through to a reduction in
missed payments?

Default
settings

Do different loan amount default
settings (e.g. £0) have a more
pronounced effect on loan amount
requested?
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Attrition

The first concern in an experiment of this type is that
the different Treatments may have a different impact on
completing a loan application. Indeed, research by the
AFM found that certain framing of loan choices led to
significantly fewer applications overall. In such a case
the subsequent results would not reflect the different
treatments but self-selection into which individuals
proceed to complete a loan application. Table 1
provides summary information on the number of page
views during this period, the number of subsequent
applications and “conversions” (applications/page views).
We use a Chi/2 test to compare whether there are
differences in the proportion of conversions between
the control and treatment pages. We do not see any
significant difference between the two groups in terms
of users proceeding to a loan application.

pendix 1

RCT implementation

Control Treatment Total

Page views 6112 6226 12338

Applications 2850 2983 5833

Conversion 46.63% 47.91% 47.28%
Difference n
e 0.9431

Table 1: Number of
page views, subsequent
applications and
“conversions”

Balance

We observe a number of characteristics about
individuals in the trial. To ensure that the random
allocation of new users to Control and Treatment
groups was successful we can check whether these
characteristics are "balanced” between the two groups.
We ran statistical tests to check whether there are any
differences between the Control and Treatment groups
in terms of: age, total income, total expenditures, marital
status, nationality, employment status, accommodation
type and number of dependents. For all of these
variables, we find no difference between Control and
Treatment groups.

As there is no apparent difference between the attrition
rates or balance rates between the two calculator
forms, we can be confident that any changes in loan
applications we see are due to and caused by the
different anchors.

06



Amount requested (£)

Appendix 2
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Our primary outcome of interest is the loan amount
requested by individuals in the two groups. Receiving the
web page with the calculator with the lower anchor of £100
has a significant (p-value = 0.0009493) and negative impact
on the amount requested. Treatment group consumers
choose a loan £23.90 smaller than those in the control
group. This is a reduction of approximately 5% from the
control group average of £522.

Loan amounts requested

Treatment Control Treatment
Sample size 2850 2983
Mean 5224 498.5
SD 272.6 2771
Median 500 500
Min/Max 100 100
Max 1000 1000

Table 2: Comparing
raw means between
Treatment and Control

The figures above compare raw means between the

two groups. We have significant additional information
about individuals. By using this additional information in a
regression we are able to get more precise estimates of the
effect of our treatment.

Results remain the same when controlling for individual
characteristics. We find that marital status and accomodation
type do not have any effect on the loan amount requested.
Surprisingly, we find that stated income or stated
expenditures also do not have any impact on loan amount
requested. We find that age has a positive effect on amount
requested. Your nationality (UK, EU, RoW), employment
status and number of dependents also have an effect on the
amount requested.

We can also look at interaction terms - whether the
Treatment is more or less effective for certain characteristics.
We find only one significant interaction term - age. Older
people are less likely to be affected by our treatment than
younger people.
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