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Financial Education

* What we know
— lterative relationship with account ownership
— Knowledge # capacity # what's tested

 What we need to know
— Effectiveness, What causes behavior change
— Demand and Supply

_-|= New America Foundation ¢ Asset Building Program

Intention # Action

» Experiences and perceptions influence our
actions

» Financial knowledge # changes in behavior
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The Need for “Ready” Savings

» Large segments of the population have
insufficient levels of “ready” savings despite a
desire to save for precautionary purposes

» A dearth of savings increases likelihood and
impact of hardship

» One of many financial goals, needs
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» 6-12 month operational feasibility pilot
* Implementation, Research Partner MDRC
* 6 Pilot Sites
* Product Development
* Process Refinement
» Account Performance
* Policy Analysis
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Preferred Account Features

Statement savings account
Individually-owned, portable

Low or no opening balance

Low or no minimum balance to maintain

Low or no fees

Access to savings at teller and ATM

ATM card provided, but not enabled for POS
No possibility for overdraft or negative balance
Federal Insurance (FDIC, NCUA)

Interest bearing
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Behavioral Principles

Simplify
Minimize Hassle Factors

Constrain Choices

Automaticity

Mental Accounting

Create Social Norm —

AutoSave Design Features

Streamline new account paperwork
Pre-populate form fields
Enroll at work, no bank/credit union trips

Recommend a standard saving amount
Pre-screen the account and its terms

“Set it and forget it”
Direct deposit automates savings

Segregate savings from transaction account
New account (perhaps) in new depository
Not linked to checking

Presented as a standard employee benefit
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Employer: Direct Deposit Bank: New Account
Authorization == Application
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Initial Results on Take-Up

* 10-25% take-up at most sites
» 2-62% in the first month

* 51% chose recommended savings level

* 0 chose smaller amount

* 0 made subsequent changes
* More than half left savings untouched 3 months

later
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RESULT LEARNING

“Recommended” Savings
Dollar Amount Pre-
checked on Form

(ANCHORING)

Information, Knowledge
about the Program and
Reasons to Save

(REMINDERS)

Ease of Immediate
Enroliment

(CHANNEL FACTORS)

*51% chose preferred level
*None chose smaller amt.
*No subsequent changes

*Higher enrollment rates in
sites with:

*Small group orientation
*Advance notice

*Prep supervisors
eIndividual follow-up

+Site with most complex
procedure had lowest take-up
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*“Stickiness” happens
*Recommendation was trusted

*Must have ability to move
quickly on decision

sLeaves open question of how
much information is efficient
amount to provide

*Appears important, but difficult
to quantify




RESULT LEARNING

Segregated Savings Many articulated value of *Separate “mental accounts”
having separate account not matter

linked to transaction accounts

(“I'm participating in AutoSave

to hide money from myself”)

(Mental Accounting)

Strong Encouragement; +Strong take up in sites with *Seems effective, but difficult
Message of “expectation” this feature to replicate

that employees will enroll «Potential issues with
(Social Norming) pressuring of employees

Pre-commitment, option No employees took this option | *Option to delay payroll

to defer contributions for 3 | (2 sites) deductions may not be

mo. powerful for this intervention
*Further testing of timing may
be helpful
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Next for AutoSave

« Continue tracking current sites, expand

» Strengthen opt-in model with behavioral
WEELS

» Legal and policy research for opt-out,
automatic enrollment design
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Closing Thoughts

» Adopting behavioral framework/ideas #
Abandoning financial education goals

 Recommendation: Financial Services Corps
— Personalized financial planning/advice
— Model on the Legal Services Corporation
— To collect and analyze data to understand needs
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Product and Policy Implications

Adopt criteria for affordable, attractive, basic savings
— Makes it profitable to begin saving at small dollar amounts

— Protects the account as much as possible from being depleted by fees,
overdrafts and everyday purchases

— Makes funds readily accessible when needed

Acknowledge costs to financial institutions
— Increase interest reporting level? Default electronic statements?

Reform use ChexSystems for low risk savings account
— Design accounts so they are accessible and not risky for Fl or EE

Continue Encouraging Direct Deposit and Split Paycheck

Proceed cautiously with tradeoffs (e.g. transparency)

_-|= New America Foundation ¢ Asset Building Program




For More Information

Alejandra Lopez-Fernandini Caroline Schultz

lopez@newamerica.net caroline.schultz@mdrc.or:
202-596-3357 212-340-8866

Project Page

http://www.mdrc.org/project 16_98.html

AutoSave: A Joint Initiative of the New America Foundation and MDRC
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