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Executive Summary
When most households begin to make a budget, retirement savings is often the last bucket, only to 
be filled if there’s anything left over after paying bills, loans, and everyday consumption. This is 
largely because we are present-biased, focusing on immediate rewards and consequences, and 
because we are over-optimistic about our future earnings and ability to save.

In fact, according to the National Institute on Retirement Security, nearly 40 million working-age 
households in the U.S. do not have any retirement assets. Even among those who do, account 
balances are far below conservative estimates for how much is needed.  

It ’s clear that the retirement system in the U.S. is broken given its over-reliance on employers and 
flawed “opt-in” system with inadequate default saving rates. 

For the fortunate workers who are offered an employer retirement plan, we created an “opt-in” 
system where the default for many employees is to not save anything for retirement. According to a 
study conducted by the National Bureau of Economic Research (NBER), when one firm switched 

Approximately 40% of workers do not have access to a retirement plan or offering, outside of Social 
Security, given their worker arrangement as freelancers, part-time workers, or self-employed 
independent contractors. Additionally, while 34.3% of employers are employed by small or very 
small businesses, the vast majority of states do not require small businesses to offer a retirement 
plan. This may change in the future years, as states such as California and Illinois are making 
considerable efforts to mandate all employers to provide retirement plans.

http://www.nirsonline.org/index.php?option=com_content&task=view&id=882&Itemid=48
http://www.gao.gov/assets/670/669899.pdf
http://www.nber.org/bah/summer06/w12009.html
http://www.nber.org/bah/summer06/w12009.html
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from an “opt-in” system to a “opt-out” system, participation rate in the employer’s retirement plan 
increased by 35%.

Additionally, many firms have a default contribution rate of just 3%, while most financial planners 
encourage a contribution rate of 10%. Few will be able to save enough for retirement by just saving 
3% of their income. These defaults matter. The NBER reported that when a firm had a 3% 
contribution rate, more than 25% of workers contributed exactly 3%, even though the firm offered a 
dollar-for-dollar match on contributions up to 6%. Once the firm switched to a 6% default, virtually 
no new hires selected a 3% contribution rate. 

What we are doing

Our key insights

At Common Cents, we’ve partnered with two organizations to specifically explore ways to increase 
retirement savings among households without access to workplace retirement programs. We 
tackled tough questions:

We learned several key insights on how to incentivize long-term retirement savings, including:

Through these partnerships, we completed one field experiment and expect to launch a prototype of 
a new product in early 2017. In addition, we added to the framing and financial decision making 
research through our theoretical experiments. 

How do we get 1099-contract workers to save for retirement?

How do we design an effective retirement tool for credit union members? 

Income Framing Matters. 
In the lab, we demonstrated that intended retirement contribution rates increased by 5 
percentage points when income was framed as a yearly salary versus an hourly wage. 
We used this finding to run a field experiment with Payable, where we showed 
freelancers income either on an annual or project basis. Our annual framing increased 
the number of people who clicked through to start saving for retirement by 14.5%.

Adding friction is not always a bad thing. 
With Self-Help, we are developing a retirement savings account that purposefully adds 
friction and implicit recommendations to discourage non-saving behavior. Our 
retirement savings account automatically transfers 3% or more of every checking 

https://www.self-helpfcu.org
https://payable.com/taxes-compliance
http://www.nber.org/bah/summer06/w12009.html
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withdrawal penalty (which can be waived under certain circumstances). In addition, the credit 
union deposits $100 as an incentive to keep the account open for at least one year. We plan to 
roll out the product in early 2017, and ask all new members to opt-out of the account if they 
don’t want it.



According to the U.S. Government Accountability Office, 40% of Americans workers make a living as 
freelancers, part-time workers, or self-employed workers independent contractors. These workers 
face many difficulties, including limited access to retirement and health insurance benefits that 
many W-2 workers enjoy. 

To help solve this problem, we partnered with Payable to help more 1099-workers enroll in 
retirement accounts. Payable helps tens of thousands of contractors get paid faster and more 
efficiently by making invoicing, work-tracking, and onboarding simple.

Experiment
We used a simple A/B email to test if displaying the contractor income in annual terms, instead of 
“per job,” would increase a contractor’s likelihood of signing up for a retirement account. These users 
were split into two conditions: a control group where income was framed in the usual “per job” 
amount, and an annual income framing condition.

This intervention used both income framing to encourage a long-term mindset, and anchoring 
(when displaying savings percentages) to encourage customers to save more for retirement.
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https://payable.com
https://payable.com
http://www.gao.gov/assets/670/669899.pdf


Our annual intervention increased the number of people who clicked through to start saving for 
retirement with a third-party by 14.5%. The bulk of these 1099-workers indicated that they wanted to 
save 12% to 20% of their income. 

Given these findings, Payable is working on changing its income framing across all of its 
communication channels when they encourage retirement savings. We are excited about the 
potential impact of this full roll-out, given Payable’s large and growing user base. 

Control Experiment

Figure [26]: Screenshots of intervention materials.

OUR INTERVENTION 
INCREASED THE CLICK-
THROUGH RATE BY 14.5%
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Self-Help Credit Union (SHCU) is a financial service provider that is focused on community 
development and the improvement of the financial well-being of its members. SHCU members are 
diverse in employment and background, and they have a wide variety of savings needs. 

Many SHCU members do not have access to a payroll retirement plan. Therefore, SHCU decided to 
offer a new Retirement Savings Account (RSA) that will serve as a substitute to traditional employer-
based retirement plans. The RSA will be funded using automatic contributions from checking 
deposits and contains a free $100 for all members who do not close the account or withdraw from it 
in the first year. Common Cents and SHCU are working together to develop this new prototype, as 
we are designing every aspect of this new product offering.
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The RSA enrollment process will be informed by experimentation. SHCU and Common Cents will run 
a randomized controlled trial at branches across North Carolina. The intervention will occur during 
new checking account opening. There will be two treatment conditions to which all new members 
will be randomly assigned: default or default with higher anchors.

In the default condition, eligible members (i.e. those with no workplace retirement option) will be 
recommended to start with the new RSA at a 3% automatic deposit contribution rate. Members will 
be asked whether they would like to opt-out. 

In the default with higher anchors condition, members will still be recommended to start with the 
new RSA at 3%, but will be offered to increase their automatic contribution rates to 6% and 10% as 
well. Members may select a higher contribution rate and will still be required to opt-out of the 
account if they do not want it.

The interventions will be rolled out and the RSA will begin March 2017 at product launch. We will test 
the interventions at two different locations and we will collect data for several months. We are 
excited about the potential impact of this project given SHCU’s large 60,000 member base.
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Common Cents was keen to understand the barriers to long-term savings. While there is substantial 
research around stagnant wages, present-bias, procrastination, and decision paralysis, we were 
curious about the role of wage framing. 

There is substantial evidence that higher income households have higher contributions to 
retirement savings. These households are also more likely to have a yearly salary instead of an 
hourly wage. While it may be difficult to increase wages for everyone, it is potentially easier to 
change the earning frame. We predicted that the way people think about time can affect their 
preference to save. So we took this question to the lab.

In order to determine whether wage-framing had a causal impact on retirement savings 
contributions, we tested the presentation of time in wages. 

We randomly assigned participants to one of two wage frames: hourly or yearly. We asked some 
participants to imagine earning $70k per year while we asked other participants to imagine earning 
$35/hr. We then asked all participants to indicate how much they would like to contribute to their 
savings. 

We observed that participants intended to save 16% of their income when the wage was framed as 
a yearly salary. However, when the wage was framed as an hourly wage, we observed that 
participants only intended to save 11% of their income. The framing of earnings continued to impact 
intended contribution amounts, even when participants in the yearly salary conditions were told 
that $70k salary is equivalent to a $35/hour wage (and vice versa). 

Next, we wanted to understand if our framing intervention impacted both short-term and long-term 
savings. In this second study, we excluded any reference to the actual amount of money earned. We 
told participants to imagine earning a yearly or an hourly salary and then asked them to indicate 
how much they would like to contribute to short-term savings and/or long-term savings. 
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We found there was no difference in how much people contributed to short-term savings, but there 
was a significant difference in how much they contributed to long-term savings. 

This effect held, even when controlling for other factors, such as: job stability, perceived financial 
security provided, and individual quantitative ability. 

The implications of our findings suggest that a yearly salary (regardless of the amount) helps put 
people into a long-term mindset and creates a greater willingness to save for a long-term future. 
With 77.2 million workers in the United States earning hourly wages, a simple framing shift could 
have a profound impact on addressing the retirement savings crisis in the United States. By telling 
people what their expected annual salary is, rather than their hourly wage and how many hours 
they will work per week, we can encourage greater long-term savings.
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Figure [27]: Yearly income-framing impacts long-term savings, but not short-term savings.

https://www.bls.gov/opub/reports/minimum-wage/archive/characteristics-of-minimum-wage-workers-2014.pdf
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