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Research requirement (background to the project)

In the 2014 Budget, the Chancellor formally announced proposals to collect Class 2 National Insurance Contributions (NICs) alongside Class 4 NICs and Income Tax through the Self-Assessment process for self-employed customers. The measure will have effect from April 2015. The policy objective is to modernise the way Class 2 NICs is assessed and collected in a simpler and straight-forward way with less administrative burdens on HMRC and self-employed people. 
As a result of this measure, the mechanism for collecting Class 2 NICs will change. This will enable self-employed customers to pay their Class 2 NICs through Self-Assessment alongside income tax and Class 4 NICs. The measure will also change the structure of Class 2 NICs so that only those with profits above a profits threshold will be liable. Those without profits or with profits below this threshold will be able to pay Class 2 NICs voluntarily. 

Approximately 4.4 million self-employed people in the UK will be affected by the proposed reforms. Of this total, 1.4 million currently pay Class 2 NICs by Direct Debit. Following these changes, self-employed people will no longer be able to pay Class 2 NICs by Direct Debit and 2.3 million self-employed people will have low taxable profit of under £5,965. HMRC have already started to send out communications to warn customers about upcoming changes and will begin communications to explain these changes in April 2015. 
Once the communication to explain these changes had been developed, research was required to determine: 

· Whether customers understand the communications’ purpose.
· Whether customers understand what they are required to do as a result of these communications.
· Whether they find the information in them clear and comprehensive.
· Whether it will impact customer behaviour in regards to continue to make required payments.

· Whether these communications generate unnecessary contact with HMRC.
When the research took place
Fieldwork took place from the 1st to 8th December 2014
Who did the work (research agency)
Research was conducted by TNS BMRB.

Method, Data and Tools used, Sample

Research was conducted on the Lightspeed Research online access panel with members of the general public who are self-employed and who do not use a tax agent to complete their Self-Assessment tax return. A total of 500 interviews were achieved. Table 1 below shows the demographic profile of the sample in terms of gender, age, social-economic class and education.

Table 1 – Demographic profile of sample
	
	Number
	%

	Gender
	
	

	Male
	221
	44%

	Female
	279
	56%

	Age
	
	

	16-34
	68
	13%

	35-54
	314
	63%

	55-60
	118
	24%

	SEC
	
	

	ABC1
	327
	65%

	C2DE
	173
	35%

	Education
	
	

	Secondary school or less
	93
	19%

	College / 6th form
	153
	31%

	University graduate
	167
	33%

	Postgraduate
	68
	14%

	Other
	15
	3%


As part of the survey, respondents were shown the images of communications which were in the form of one page letter summarising Class 2 NICs reforms. Two types of letter were tested in this study:
· Budget Plan and Direct Debit Letter: 36% of the participants of the study paid their Class 2 NICs by Direct Debit. These respondents were shown the Direct Debit letter (one page).
· Class 2 Payment Request Insert Letter: 64% of the participants were shown the Class 2 Payment Request Insert Letter (one page). Those are the customers who pay Class 2 NICs on receipt of their biannual payment request. 
Main Findings
Overall, the messages were well received and did not cause much difficulty in understanding among customers. Two in three customers (64%) understood the purpose of the communications, although a sizeable minority (16%) misunderstood. There was no real difference between the two letters in terms of understanding and difficulties. Seven in ten respondents found the letters effective in terms of how it provides information, with just eight per cent who found them ineffective. 

Most think that the content, tone and format is appropriate and letters are designed to be understandable. However, only one in four agreed that it is visually appealing. 
No sections of the messages stood out as particularly difficult. The most difficult section to understand was reminding customers of existing deadlines (rather than informing of any changes to the service). The Budget Payment Plan hotspot section (Hotspot 6) had a higher score for being helpful in the Direct Debit letter. The Budget Payment Plan section in the Direct Debit letter was simplified and did not convey as much information as was on the Payment Request Insert and the simplicity may have helped with ease of understanding.
The communications are unlikely to lead too much unnecessary contact with HMRC. Customers would most commonly visit HMRC’s website (40%) to find the information they think they need. Two in ten are likely phone HMRC upon receipt of the letter, although only five per cent would phone HMRC due to confusion with the messages in the letters.  

Customers who viewed the Direct Debit message were more likely to feel confident in the actions they would take upon receiving the communication (74%) than customers who viewed the Payment Request Insert (62%) 
Hotspot analysis
Two types of letter were tested in the survey and each respondent was shown the image of one letter depending on the payment method they use for paying their Class 2 NICs contributions. The Payment Request Insert letter was shown to respondents who pay their Class 2 NICs contributions upon receiving their biannual payment request. The Direct debit letter was shown to those who pay their Class 2 NICs by Direct Debit. Respondents were asked to click on the sections if they found them difficult to understand or helpful. They were given the option of rating a section as neutral. These sections were named as “Hotspots”. The main message of each hotspot is summarised in Table 2. Hotspots 1, 2 5, 6 and 8 were included in both letters; delivering the same message with different phrasing. 

Table 2 - Summary of Hotspot contents
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Table 3 – Hotspot Ratings
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Payment Request ‘Payment Request
Hotspots Insert Direct Debit Hotspots Insert Direct Debit
Hotspot 1 7% % Hotspot 1 % %
Hotspot 2 % 2% Hotspot 2 % 3
Hotspot 3 % n/a Hotspot 3 5% n/a
Hotspot 4 % n/a Hotspot 4 % n/a
Hotspot 5 3% 2% Hotspot 5% %
Hotspot 6 2% 0% Hotspot 6 2% %
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Few respondents found any areas of the letters difficult to understand and none of the sections stood out as particularly difficult. Among all hotspots, Hotspot 7 in Payment Request Insert letter was found as most difficult by respondents (13%) who were shown this letter image. Hotspot 7 was not providing any information about changes. It was solely reminding customers of the existing Self-Assessment deadlines; although a few respondents found it confusing (slightly more than 1 in 10).  This confusion is not a driver for high volumes of contact as 70% of those who found this hotspot confusing would not call or write to HMRC – 31% would visit the HMRC website; 14% would ignore the letter and remaining would do something else. While the base numbers for follow up questions on reasons for difficulty were low, they indicate that the main reason for difficulty is mostly linked to phrasing not making sense. 
Overall, respondents’ opinions on letters were positive. Seven in ten (70%) who viewed the Direct Debit found at least one section helpful, which was slightly higher than the equivalent result for the Payment Request Insert (60%).
In terms of hotspots which were included in both letters (Hotpots 1, 2, 5, 6 and 8) with different phrasing; Hotspot 6 received a higher helpful score on the Direct Debit letter (39%) compared to its score on the Payment Request Insert letter (26%). This message is simplified in Direct Debit letter and it doesn’t include as much information as it does in Payment Request Insert letter. Results showed slight differences between different versions of other hotspots but none of them stood out as Hotspot 6.
Customer Understanding

Overall, respondents understood the main purpose of the communications. Two in three customers correctly understood the main purpose of the communication. This was similar for the Payment Request Insert letter (64%) and the Direct Debit letter (66%). One in six (16%) misunderstood the main purpose of the letter and provided answers such as telling the customer they will pay SA instead of NICS in the future (six per cent), to instruct them to complete an SA tax return (four per cent).
In order to check customers’ level of knowledge, they were asked whether several correct and incorrect assumptions apply to Class 2 NICS.
Table 4 - Knowledge about Class 2 NICs
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Seven in ten (69%) correctly believe that Class 2 NICs enable them to draw a state pension. However, four in ten (38%) think that Class 2 NICs entitles them to claim unemployment benefit and two in ten (18%) responded that it is part of their income tax. Levels of knowledge remained similar in comparison to a similar research conducted in 2012.

Impact of Communication
The most common action to be taken following receipt of the messages was to visit the HMRC website. Overall, four in ten (41%) said they would visit the HMRC website. Thirty per cent would visit the website as suggested in communication, and 19% would visit to set up a budget Payment Plan. There was no difference in visits online when analysing by education levels: 42% of those with a graduate or postgraduate education would visit HMRC website which is very similar to those with a highest qualification level below university (41%).

While one in five respondents (19%) would make contact by telephone, only five per cent would be unnecessary contact due to confusion caused by any part of the letters. For all telephone contact, this was higher (31%) for those who complete their SA return with help from friend/relative. One in ten (10%) would call for help as a result of receiving the letters and seven per cent said that they would call HMRC to find out more or to set up a Budget Payment Plan. 
The Direct Debit letter was likely to generate more calls than Payment Request Insert – (25% of those shown Direct Debit letter would call HMRC whereas this is 16% amongst those shown Payment Request Insert). Again, there was no difference when analysing by education level. 
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