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Important message to readers
who are not addressees

Should any person whois notan addressee ofthisreportobtainaccess to and read thisreport, by reading this
reportsuch person acceptsand agrees to the following terms:

1. Thereaderofthisreportunderstands thatthe workperformed by PwC Consulting Services UK Ltd was
performed in accordance with instructions provided by our commissioning client and was performed
exclusively for our commissioning client's sole benefitand use.

2. Thereaderofthisreportacknowledgesthat thisreportwas prepared at the direction of our commissioning
client and maynotinclude all procedures deemed necessary forthe purposes ofthe reader.

3. Thereaderagreesthat PwC Consulting Services UK Ltd, its partners, principals, employeesand agents
neitherowenoracceptany dutyorresponsibility to it, whetherin contractorin tort (including without
limitation, negligence and breach of statutory duty),and shallnotbeliablein respect ofany l oss, damage or
expense of whatsoever nature whichis caused by any use the reader may choose to make of thisreport,or
whichis otherwise consequent upon the gaining of access to the reportby the reader. Further, the reader
agreesthat thisreport is notto bereferred to or quoted in any document and notto distribute the report
without PwC Consulting Services UK Ltd.’s prior written consent.
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1. Introduction

1.1. Background

The FCA issued a Call for Input:in November 2016 that asked for views and evidence on potential areas of
concernin the high-cost credit sector. Following this, in July 2017the FCA published its Feedback Statement>
that setoutthe priorities fora review ofthe high-cost credit sector. Inthis they identified RTO as a sector to
look atin greater detail during the next phase of the review.

In May 2018 the FCA announced that they believed a case wasmade, primafacie, to consider the introduction
ofa price caps. Primary consumer research was needed to help inform the FCA’s analysis of the impacts of any
potential pricing intervention to be used alongside evidence provided by firms and their analysis of credit
reference agency data. After competitive tender, the FCA contracted PwC Researchto conduct a programme of
consumer research amonga number of groups of RTO consumers who were of interest to them. This
quantitative research builds on qualitative researchs4, also conducted by PwC Research, in early 2018.

This report is a Technical annex to the Consumer Research report, and explains howthe research was
conducted. I'talso includesthe questionnaire usedin the study.

1.2. Objectives of quantitative research

The overall objective of the research wasto establish consumers’ use, experience and understanding of these
products and compare outcomes for consumers who have been accepted or declined for RTO services.
Specifically, the research aimedto establish:

¢ Theimpactofthehighcosts of RTO on customersandtheir perspectivesonthe product.
¢ What declined applicantss and walkawaysé do instead of using RTO.

e How currentandformer RTO customers feelabouttheir decisionto use RTO.

Thttps://www.fca.org.uk/publications/calls-input/high-cost-short-term-credit-price-cap
2https://www.fca.org.uk/publications/feedback-statements/fs17-2-high-cost-credit

3 https://www.fca.org.uk/publication/consultation/cp18-12.pdf

4 https://www.fca.org.uk/publication /research /usage-and-experiences-of-high-cost-credit-consumer-research-report.pdf

5 Declined applicants are consumers who haveappliedto a rent to own retailer to purchasea product and have had their
application declined.

6 Walkaways are consumers who have been in contact with a rent to own retailer to purchase a product and decided to walk
away from the process prior to com pleting their application.
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2, Sample and methodology

The target population for thisresearch study were consumerswho had recentlyinteracted witha RTOretailer,
namely:

Accepted customers

Consumerswho had applied to a rent to ownretailerto purchase a productand had had their
application accepted.

Declined applicants

Consumerswho had appliedto a rent to ownretailerto purchase a productandhadhad their
application declined.

Walkways

Consumerswho had applied to a rent to ownretailerto purchase a product and decided to walk away fromthe
process priorto completing their application.

Accepted customers were further divided into three groups forinterviewing and analysis:
e Representative — a representative sample ofthose who had beenacceptedin thelast 2 years.
e Recentapplicants —thosewhohadbeenaccepted foran RTOagreementin thelast3 months.

e Former customers —thosewhohadappliedtoa rent to ownretailer two or moreyearsago to purchasea
product, had theirapplication accepted and had finished paying for their product. They had nottaken out
another RTO agreement since then.

2.1. Sample source

The FCA approached two RTOfirmsto providelists of applicants and customers. A representative sample of
eachofthethree groups wasthen transferred by the FCA to PwC Research via encrypted email to approach
for interview.

2.2. Methodology

This was a mixed mode survey. Respondents were initially invited to participate in the research via a telephone
interview. However, an online version of the survey was available for all respondentsto switch to if required.

Fieldwork was completed in two phases. In phase one, interviews were conducted with a representative sample
of Accepted customers and Declined applicants. Controls were applied so that the proportion of Accepted
customers and Declined applicants participating in aninterview matched this profile. Potential participants
werethenscreened out ifthey claimed notto have boughta product or considered buying a product from a rent
to ownretailer. Intotal, 1,012 surveys were completed in this phase.

In the second phase of fieldwork anadditional group of consumersreferred to as Walkaways, were added to the
process. The fieldworkfor this group wasalso conducted via telephone with an option for participants to switch
to an onlineversionofthe surveyif preferred. Screening criteria was set, so that only those who had considered
gettinga product from a rent to own retailer were allowed to complete the survey. A totalof 251 surveys were
completedin phase two.

All participantsin phases one and two were giventhe option ofbeingentered into a prize drawto winone of six
Amazonvouchersto thevalue of £250.
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Followup qualitative teledepths

Asafollowonfromthesurvey,all participants were asked if they would be willing participate in an in-depth
telephoneinterviewto discusstheir experiences in more detail.

On completion ofthe quantitative research and analysisa number of participants took partin a telephone
interview in orderto understand their RTO experience in more detail. These were identified as representative of
customers whoseresponsesindicated that theyhad beenthrough very similar experiences. Intotalnine
teledepths were conducted and a number ofthese developed into case studiesthat were then added to

this report.

Figure1: The table below outlines the mumber of completed quantitative interviews in each
consumer group

Outcome Phase1 Phase2
Accepted customers —representative 498

Declined applicants —representative 261

Walkaways —representative 251
Boostformer customers 100

Boostaccepted customers 104

Boostrecentaccepted customers (in last 3 months) 49

T otal completed 1,012 251

The boostsub-samples for accepted customers and recent accepted customers were used for further data
analysis, butarenotincludedin the surveybase for the narrative report.
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3. Questionnaire

3.1. Initial design

A new questionnaire was developed for thisresearch project, usingkey question areas suggested by the FCA
from their earlier consumer research onthe potentialimpact of price cappingin the high cost c redit (payday
lending) market as theinitial starting point. The PwC Research and FCA project teamsthenworked togetherto
develop the questionnaire further. The questionnaire was reviewed by the team involved in the qualitative
research conducted earlier in 2018 to ensure that the language was consumer friendly and the questions were
clear. The questionnaire was further reviewed by an academic consultant and research expert employed by the
FCA to advise onthe wider project.

During the design process, care was taken to structure the questions in a way thatavoided using complex
industrylanguage, while still providingthe FCA withrelevant, reliable information. The questionnaire was soft
launched before full fieldworkbegan to ensure participants were able to answer the questionsand thatthe
surveyrouting’ was working as intended.

3.2. Final questionnaire

The averageinterviewlength was 23 minutesfor Accepted customers, 16 minutesfor Declined applicantsand
Walkaways. The survey covered the following:

e Screeners to confirm that participants could recall being accepted/declined/walking away.

e Details of product purchased/sought.

¢ Understandingofthe RTO agreementby Accepted customers.

e Theimpactofthe RTOagreementonAccepted customers.

e WhetherDeclined applicantshad any alternative optionsavailable to them otherthana RTO.
¢ TheimpactonDeclined applicantsofnotbeingaccepted fora RTO.

e  Why Walkaways decided notto geta product fromthe RTOretailer and what alternative optionstheyhad
availableto them.

e TheimpactonWalkawaysofdecidingnotto continue with their RTO application.
¢ The consequencesfor Declined applicants and Walkaways who had to go without a product.

¢ Financialbehavioursofeach ofthe 3 consumer groups, including any financial difficultiestheyhave
experienced and theimpactofthis.

e C(lassification questionsincluding further demographics.

The final questionnaires used in thisresearch are provided in the Appendix.

7 Routing directs a respondent through a survey based on the answers that they provide.
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4. Fieldwork

4.1. Fieldwork summary

The surveywascarried out via telephone. Although all participants had the optionto switch to anonline survey
if required, none completed viathis mode. Fieldwork for Accepted and Declined customers tookplace overa 3
week period from22/08/18 to 14/09/18. Fieldworkfor the Walkaway group took place overa 1 weekperiod
from 17/09/18 to 24/09/18.

4.2. Soft launch

The first day offieldworkacted as a soft launch in which only a smallnumber of interviews were completed. In
total, 12interviews were conducted as part of the soft launch process. On the morning of 23rd August, afterthe
soft launch, we paused the survey while the PwC Research team carried out a full review to make sure the
questionnaire wasworking as intended. Itwas, and no issueswere identified by this review, so fieldwork was
launched fully later that morning,

4.3. Fieldwork statistics

Inphase1,atotal of1,012 surveys were completed with customerswho had been accepted fora RTO agreement
or had applied for a RTO agreementbutbeendeclined by theretailerin thelast 2 years. Inphase 2, a totalof
251 surveys were completed with consumerswho had applied fora RTO agreementand decided to walk away
from the process priorto completing their application. Therefore, overall a total of 1,263 completed surveys
wereachieved.

Figure 2: The table below illustrates the performance of each consumergroup.

Outcome Accepted Declined Walkaways
customers applicants
Total sample entered 45,845 34,884 49,479
Total sample utilised 24,572 21,269 23,571
Answer phone 9,305 8,421 9,358
Unobtainable 5,287 6,005 5,571
No reply 4,300 3,749 5,765
Refusal 1,478 1,174 1,147
Call Limit Reached 1,606 51 62
Busy 893 928 842
Wrong Number 288 295 262
Soft appointment 338 271 140
Quota failure 90 8 58
Screened out 188 88 92
Suspended part way through survey 50 20 23
Completed 749 259 251
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|
Appendix

The questionnaires used in thisresearch are provided below:

| POF | | POF |
~ >

FCA RTO Accepted FCA RTO Walkaway
Customer and Decline questionnaire.pdf
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