Managing
Cash Flow
A

n estimated 55 million people in the United States
have nothing saved in an emergency fund.
Approximately, 38% of households have revolving credit
card debt. For many people, a significant barrier to
savings or paying off debt is feeling like they just don’t
have enough. Ultimately, this means that households
need to either spend less or earn more. In order to
figure out which of these two options to follow, almost
everyone recommends creating a budget. This is in spite
of the overwhelming lack of evidence of effectiveness,
innovation, or experimentation around how to optimize
the budget setting and monitoring process.
We typically think of cash flow management as an orchestrated calculation of
in-flows and out-flows, assessing assets and liabilities. However, research from
Brian Baugh and Jialan Wang find that the timing of those in-flows and outflows can also be important in avoiding financial shortfalls.
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With over 7.4 million people in the U.S. working multiple jobs, 70% of employers
paying workers weekly or bi-weekly, and the vast majority of expenses either
every few days (like groceries and transportation), monthly (like rent, utilities,
and loan payments), or irregular (like car repairs, gifts, and trips to Urgent Care),
it is no wonder that people make mistakes calculating how much they have or
how much they need.
This year, we partnered with 11 organizations and companies to design 14
experiments to help households better manage their cash flow. To date, only
five have finished with mixed results. We have also run several lab studies to
better understand and create better practices around budgeting.
The interventions centered around the following strategies.

1. Swap the monthly budget for
behavior-based rules of thumb
We have several learnings from the lab this year that challenge assumptions
around traditional monthly budgeting. In one study, we examined the impact of
categorical budgeting (i.e. $200 for groceries) versus temporal budgeting (i.e.
$30 this week) versus no budget on hypothetical spending. In another lab study,
we looked at the impact of a short vs long-form budget on perceived accuracy,
financial confidence, and control.
We have partnered with Clarity Money to redesign the budget-setting process.
We will test the differences of just providing simple information, creating a
general budget, or creating a category-by-category budget on actual spending.

2. Make it easier for employees pick up extra
hours or work
With Homebase, we designed two interventions within their scheduling
software aimed to make it easier for workers to plan ahead. The first
encouraged workers to set how many hours they want to work each week as
a signal to their managers. The second encouraged employers to publish work

MANAGING CASH FLOW | 62

schedules earlier so their employees have more time and flexibility to plan for
the future. Both interventions were designed to connect with employers and
employees in the moment their motivation was highest.

3. Provide simple, timely information
to avoid or reduce expenses
We partnered with United Way of Tucson and Southern Arizona to encourage
people to switch from paid tax preparers to using VITA, a free tax preparation
service in low-income communities. We used door-hangers with various
messages about savings, social proof, and a simple decision-aid in
neighborhoods that were close to a VITA office.
With UpTrust, we also investigated how providing reminders and timely
information might reduce the costs people face in they interact with the
criminal justice system, like those people face when they fail to attend courtordered classes. We developed a system that used SMS messages to help
ensure defendants sign-up and attend their classes.
With Freedom First, we focused on how we might use SMS reminders to help
members avoid unnecessary overdraft and non-sufficient fund fees. When a
member’s balance got low, we sent them a text message with the hopes that
doing so would alert them that the balance was low and communicate the cost
of overdrafting.
With the Vera Institute for Justice, we designed a financial capability calculator
that quickly records a defendant’s income and expenses before their
arraignment hearing. This information can be presented to judges as they are
making decisions about someone’s bail – a decision that often has significant
financial implications for the defendants and their families.

4. Prompt planning to optimize spending
We partnered with Propel, a technology company that allows SNAP recipients
to easily check their electronic benefit transfer card balance and transaction
history. We pushed prompts to encourage people to plan their grocery shopping
on days that traditionally have the best deals.
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Together with the St. Louis Housing Authority, we developed a program that
sends regular texts to housing voucher recipients who have expressed an
interest in moving. The program focuses on getting people to start planning
sooner for their move and provides nudges to encourage them to move out of
areas with high poverty.
With Vouchers 4 Veggies, we are exploring how we might incentivize voucher
recipients to form implementation intentions to purchase fresh, healthier food
more regularly. By helping people form stronger habits around purchasing
vegetables, we might help them to avoid longer-term costs associated with
poor health.
With Chime, we focused on how we might change people’s spending behavior
to avoid unnecessary overdrafting and non-sufficient fund fees. While
sometimes people overdraft without knowing it, other times people intentionally
overdraw their account for certain purchases. We wanted to test if providing
people with clear rules would help limit unnecessary overdraft attempts.

5. Encourage people to identify
with their future-self
With the Local Initiative Support Corporation (LISC), we explored how we might
use a visual goal-setting exercise to help clients imagine their future –self
as a way to encourage continued participation in financial coaching. We are
also exploring ways to use technology to encourage more financial coaching
clients to engage and commit to the program. Financial coaches provide
accountability and guidance that, over time, helps people to make better routine
financial decisions.
Also with Chime, we explored whether priming people to think about their future
self as one who saves more would increase sign-ups for Chime, a no-fee bank.
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Exploring how budget categories
and opportunity costs affect
overspending
Background
Partner Type

N/A

Partner Cohort

2018

Project Type

Lab Learning

Project Status

Completed

Generally speaking, a budget refers to some system of financial categorization –
we designate some portion of our income as relevant or applicable to some type
of expense. This designation is helpful because it gives us insight into how much
we are spending on groceries versus buying food out, but it also, potentially, helps
us to make tradeoffs between categories. Most budgeting tools – from paper
notebooks to phone apps – approach budgeting by accounting for expenses
within categories (e.g. rent, groceries, entertainment, etc.).
The categories within a budget can vary a lot from one person to the next. We
wondered whether the categories that someone uses in their budget might serve
as a reminder of what other things you can buy with your money. In this study, we
specifically investigate whether making opportunity costs more salient is likely to
encourage someone to overspend on discretionary expenses.

Key Insights
We started exploring the connection between budgeting by conducting a literature
review. We found that:
»

People manage their finances using both implicit labels and “real” labels in
their mental accounting systems for expenditures (e.g. housing, food, etc.)

»

People are willing to reclassify expenses in order to justify spending. We
are less willing to overspend on expenses that are unambiguous and
harder to shift from one account to the next.

Experiment
The existing evidence would suggest that when budget categories are more
salient, reclassifying expenses is more difficult. Therefore, we hypothesize that
increasing the saliency of an unambiguous expense’s opportunity cost will
decrease participant’s likelihood to overspend on this temptation expense.
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Participants were then presented with a summary of their recent expenses and
asked how likely they were to purchase a take-out delivery order, even though doing
so would put them over their budget for dining out when they have groceries at
home. We randomly presented two different versions of the summary of their recent
expenses to 400 participants.

Control Condition
Participants were simply told they were on a
trend of overspending.

Category Condition
Participants were told they were on a trend of overspending.
Participants in this condition were also shown the relevant
budget categories for each expense and explicitly reminded
that spending on this new temptation good would require
individuals to steal $5 from another budget.

Results
We found that participants in the treatment condition were significantly more likely
to spend on the temptation good compared to the control condition. In this case,
increasing the saliency of account categories did not make participants less likely
to overspend their budget. Instead, providing the relevant categories may have
served as a reminder that people can adjust spending in other categories to license
spending more now.
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LAB STUDY

Testing if budgeting makes us more
willing to change our behavior?
Background
Partner Type

N/A

Partner Cohort

2018

Project Type

Lab Learning

Project Status

Completed

Imagine you’ve signed up to meet regularly with a financial coach or a financial
counselor to help you improve your financial situation. Likely one of the first things
that you’ll do is create a budget based on your current spending. Changing how
we manage our finances can feel overwhelming, but creating a budget is seen as
an important first step to making other positive changes to our finances.
Practitioners also find budgeting useful. They often use an initial budget exercise
to get a general sense of someone’s financial situation and to bring up specific
problem areas that they can address together. In a financial coaching session. For
example, the coach might use a budget to figure out if there are changes that the
client can make so that they can start saving for a long-term financial goal.
However, practitioners will tell you that the initial budget is rarely accurate. People’s
financial lives are complicated and volatile, which makes budgeting difficult.
Furthermore, people just don’t remember the specifics of their spending. An
accurate budget is useful because it makes problem areas easy for clients to see.
However, on a deeper level, budgeting might also change the way we interact with
our finances. If this is the case, perhaps having clients create a budget is more
valuable than just getting a sense of their financial circumstances – budgeting
might make us more willing and receptive to changing our behavior.

Key Insights
As we set out to redesign the budgeting exercise that practitioners give
their clients, we hypothesized that budgeting might have a couple of other
psychological benefits.
»

Budgeting might strengthen our self-efficacy and encourage us to believe
that we are going to be able to manage our finances in ways to support
our financial well-being.

»

Budgeting might make us more confident and comfortable engaging with
our finances. Dealing with financial problems can be painful, so perhaps
budgets make us less likely to avoid issues.
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»

Budgeting might make us feel like we have more control over our own
finances. This sense of control is important to forming intentions to
change our behavior, but it can also make us feel better about our
finances in its own right too.

Experiment
We wanted to test whether the extra time spent getting a very detailed budget
would make people perceive the budget as more accurate and whether it had any
other psychological benefits. We randomly assigned 462 respondents to one of
three conditions.
»

A short budgeting exercise: participants completed a budget that
required less specificity, asking for only 17 fields of information.

»

A long budgeting exercise: participants completed a budget that was
much more granular, asking for 83 different fields of information.

»

A control where participants read an article about budgeting.

Results
We initially saw that people tended to view the more intensive budget as more
accurate, but that differences disappeared after controlling for other factors, like
how often they use a budget in their own life. We did not find that people felt any
differently about their finances after completing the simple budget compared to
the more intensive budget.
Our analysis does suggest that participants who created either type of budget felt
significantly less confident and significantly less in control of their finances. We
asked all participants about their confidence managing their finances before and
after the budgeting exercises. All three groups had similar levels of confidence
before the exercise. People who read about budgeting actually saw about a 6%
increase in self-confidence. People who went through a budgeting exercise on the
other hand experienced about a 3.5% decrease in self-confidence.
Taken together, this suggests that the process of budgeting does not make people
more willing to change the way they manage their finances. On the contrary,
this evidence suggests that budgeting may actually make people less likely and
receptive to change. Budgets may still be a helpful tool for guiding or informing our
choices, but this study suggests that our assumption that people ought to make a
budget before they consider other changes to their finances may be misguided.
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Investigating whether traditional
budgeting is effective
Clarity Money
Partner Type

Tech

Partner Cohort

2017

Project Type

Optimization

Project Status

In design

Background
Among financial educators and within personal finance circles, budgeting – both
tracking expenses and planning how much to spend in a specific category of
expenses – is heralded as a way to reduce expenses and focus spending on areas
of personal importance. However, much remains unclear about the best ways to
structure budgets, as well as how to help people adhere to them. Furthermore,
the extent to which budgeting actually helps people to reduce expenses even in
the short-term, let alone the longer-term, is equally uncertain, especially given the
behavioral challenges associated with creating and adhering to a budget.
We partnered with Clarity Money to explore how people approach and use budgets
to guide their financial behavior. Clarity is a fintech company that offers insights
into their user’s finances with the aim of giving them a greater sense of control and
improving their financial behavior. Together, we explored whether traditional-style
budgeting is effective at changing behavior and how we might use findings from
behavioral research to improve budgets.

Key Insights
We began by researching budgeting first through in-person interviews and
auditing financial education courses. We wanted to learn how people think about
budgets and how efforts to encourage budgeting suggest that people begin to use
them. We also conducted online surveys and analyzed engagement and behavior
through the Clarity Money app.
This background work highlighted several behavioral challenges that people face
when budgeting.
»

Just sitting down and thinking through a budget requires significant
self-control and time. Getting started on a budget is a daunting activity
and procrastinating is easy – busy people already find it difficult to carve
out time for things that they actually want to do. People easily push off
the planning until tomorrow, and then six months have passed with no
progress.
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»

Once you have undertaken the seemingly monumental task of creating a
budget, the self-control has only begun since then you must actually adhere
to that budget.

»

Creating a budget and adhering to a budget requires combatting
information aversion. Budgeting forces you to take stock of previous
financial decisions and reflect on life decisions that might be unpleasant to
revisit. On top of that, if you do not follow your budget, chances are you do
not want to be reminded – or worse, feel shame – that you did not spend
your money as you had planned.

»

Creating a budget also requires fighting inattention and forgetting. Once
a budget is actually created, you must remember how much spending is
allowed in a particular category over the budget period. You must also track
and be able to recall how much has been spent so far across all categories
for a month (or more) at a time.

Experiment
Together with Clarity we developed several approaches to budgeting, and we
are testing them to see how people spend after completing the budget. Using
anonymized behavioral data, we are running a three-condition experiment with
Clarity Money. In the experiment, we are testing the following conditions:
»

An informational control where people are just offered generic information
about budgeting and why it is important.

»

An overall budget-setting condition where people are guided to set up a
general budget.

»

A category-by-category budget setting condition where people are guided
to set up a budget, one category of expenses at a time.

We hypothesize that creating a budget, category by category, will increase how
much people engage with their initial budget. However, we hypothesize that there
will be no difference in spending across conditions over the full experimental period,
and there will be no difference across conditions in lasting effects in spending
after the experiment concludes. We will track how budgeting affects subsequent
spending behavior to see if budgeting helps participants to reduce their expenses.

Results
We initially reported the study in 2017, but launching the study was delayed. We
expect results in 2019.
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CASE STUDY

Prompting managers
to publish employee
schedules sooner
Homebase
Partner Type

Tech

Partner Cohort

2018

Project Type

Optimization

Project Status

In field

Background
Managing finances and planning for income volatility is especially difficult for
people working jobs with schedules that may change from one week to the next.
Not only do their employment circumstances create more severe spikes and
troughs in income, but their erratic schedules also create uncertainty about when
the ups and downs in their income will occur. Employers often publish schedules
on short notice – some even as short as on a Friday for the following week.
Without more notice, workers’ lives are far less stable because they can’t plan for
the future, and they have less flexibility to adjust if an unforeseen event arises.
We partnered with Homebase to find ways of making planning for the future
a little easier. Homebase works with thousands of businesses, particularly in
industries where most workers are hourly and have variable schedules. Homebase
helps businesses manage scheduling and allows workers to view their hours,
trade shifts, and request covers. By making changes to the scheduling software,
Homebase potentially can influence when managers publish schedules and,
therefore, how much advanced notice employees have before their next shifts.

Key Insights
We began this project by conducting an in-depth analysis of notice time among
over 8,000 Homebase businesses and more than 23,000 schedules that they
published over a 3-week period between May and June 2018. We found that
most employees had around 3 to 4 days’ notice. This means that a majority of
schedules were published on Thursday or Friday for the following week. We even
found many schedules were published on Sunday, the day before a worker’s shift
started.
»

We followed this analysis up by designing our own online survey and
conducting qualitative interviews with both managers and employees that
use Homebase. These analyses echoed the trends we saw in the data –
most workers receive less than a week’s notice before their next schedule.
Additionally, these analyses brought to light another key insight about why
employers may publish schedules on such short notice.
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»

There is no norm around how far in advance schedules should be published.
Many managers simply don’t think to publish schedules earlier. Many
managers who publish on 3 days-notice did not see any issue with doing so.
With neither a descriptive norm nor an injunctive social norm of publishing
schedules in advance, managers are unlikely to change their practices.

Experiment
Homebase developed a feature called “Jump Start” We hypothesized that regularly
displaying a sidedrawer on the page that managers use to build their schedules will
remind them to publish schedules and encourage them to do so earlier. We also
hypothesized that coupling the reminder with an easy way to allow managers to
copy an existing schedule would further encourage them to publish their employees’
schedules quickly.
Homebase users were randomly assigned to see one of four different sidedrawers
when they navigated through the schedule builder page
Condition 1. Social Proof
Create a descriptive norm for
publishing schedules sooner
Companies like yours schedule
two weeks in advance
Employees are happier when they get two weeks notice

Condition 2. Prepopulated
Make it easier for managers to
copy an existing schedule

Condition 3. Overdue
Create an injunctive norm for
publishing schedules sooner

It’s time to publish your upcoming schedules

It’s time to publish your upcoming schedules

Easily create a schedule by copying your
last schedule to an empty week

Homebase recommends publishing
your schedules two weeks in advance

Condition 4. Templates
Allow managers to use recently
published schedules as a
template for future schedules.
Schedule is published
Save this as a template to use for future schedules
Template Name

Week Dates

Recommnded
Publish Date

Schedule Status

Aug 20 - Aug 26

Aug 6

Empty

Aug 27 - Sep 2

Aug 13

Empty

Recommnded
Publish Date

Schedule Status

Aug 20 - Aug 26

Aug 6

Empty

Aug 20 - Aug 26

Aug 6 (7 days overdue)

Empty

Aug 27 - Sep 2

Aug 13

Empty

Aug 27 - Sep 2

Aug 13

Empty

Week Dates

Week Dates

Recommnded
Publish Date

Review & Edit

Copy & Edit

Copy & Edit

No thanks, I’ll publish later

No thanks, I’ll publish later

No thanks, I’ll publish later

Aug 20 - Aug 26

Schedule Status

Repeat this for:

1 week

Pre-ﬁll upcoming weeks with this template instead of
building from scratch. Future weeks will remain
unpublished until you publish them.
Save

Results
These sidedrawers will be compared to a control condition where employers did
not receive any sidedrawers. The experiment launched in November 2018 and
experienced a technical difficulty. It is planned to be re-launched to a new population
in May 2019. To evaluate how effective our different conditions are, we plan to
compare companies using the amount of time between when schedules are
published and when they go into effect.
We are also planning on tracking the number of times that each schedule is
published to track how often managers republish schedules because they
make changes to them. This creates an additional burden for managers, so our
intervention will be more sustainable if it creates little to no change in the the rate
that employers republish their schedules.
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Asking for hours: encouraging
employees to communicate their
desired hours each week
Homebase
Partner Type

Tech

Partner Cohort

2018

Project Type

Optimization

Project Status

Completed

Background
Managing finances and planning for the future is especially difficult for people
working jobs with variable hours often because they have little direct control over
when their shifts are. Managers have the responsibility of setting schedules, which
often results in hours that do not match the preferences of their employees.
We again partnered with Homebase to explore how we might make it easier for
these workers to plan for the future. Homebase currently allows employees to set
how many hours they would ideally work each week. However, we found that this
feature was underutilized – only 26% of workers have entered desired hours.
Together with Homebase, we worked to encourage more employees to
communicate how many hours they would want to work each week. By facilitating
communication between employees and their managers, we hope managers
will try to create schedules that more closely and consistently matched their
employees’ desired number of hours.

Key Insights
To better understand what might prevent workers from setting their hours, we
analyzed data from Homebase users. Among employees that set their desired
hours, most indicated that they would like to work around 30 hours a week,
although a substantial portion said they would prefer as many as 40 hours a week.
Yet, employees were scheduled to work only 22 hours in an average week.
Our analysis suggested two reasons why employees may not have set their
desired hours:
»

Employees may not enter them because they think that their manager
either can’t give them as many hours as they would like, or the manager
simply won’t consider their request.

»

Setting the desired number of hours is a hassle. Doing so requires
multiple steps, and the entry field was slightly hidden under the employee
profile, which people often don’t visit after they have signed up.
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Experiment
Provided these insights, we designed an experiment to encourage existing
employees to enter how many hours they would like to work each week, and we
advised Homebase to display that information more prominently to managers. We
moved the desired hours question to the central employee dashboard and tested
several behavioral approaches to encourage employees to enter desired hours.
We selected over 90,000 existing Homebase employees who had not entered
their desired hours but who had worked in the last month. These employees were
randomly assigned to either a control or one of four experimental conditions.

Condition 1.
Completion Bias

Condition 2.
Reciprocity

Condition 3.
Personal Benefit

Condition 4.
Direct Question

Employees were shown
their desired hours as
missing information.

Employees were told to
“Do a favor for your
manager.”

Employees were told to
“Get the best hours for you.”

Employees were asked
“Do you want to work a
different number of hours?”

Results
We found that prominently moving the desired hours prompt from under the profile
settings to on the dashboard increased the number of employees who entered their
desired hours by at least 58%. The two lowest performing conditions – the personal
benefit condition and the question condition – encouraged 495 and 490 people to
enter hours, compared to only 70 people in the control.
Asking employees to do a favor for their manager increased the number of entries
further to 854 people. The most effective framing, though, was the completion bias
condition. Framing the desired hours as “missing information” encouraged 1018
people to enter hours – more than tripled entries compared to control. Leveraging
the idea of missing information is a powerful motivator because people feel
motivated to correct the error.
Overall, our intervention increased the percentage of Homebase employees with
entered hours by 14.7% from 25.7% to 29.5%. As a result of this work, Homebase
moved the desired hours screen into the new employee onboarding flow,
guaranteeing that every new employee who downloads their app will be prompted to
enter their desired hours.
Once more employees have entered their hours, Homebase wants to display this
information, along with the number of hours the employee worked in the past week,
more prominently to managers at the point of scheduling.
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Using doorhangers to
increase use of vita services
United Way of Tucson
and Southern Arizona
Partner Type

Non-Profit

Partner Cohort

2017

Project Type

Optimization

Project Status

Completed

Background
The IRS’s Volunteer Income Tax Assistance (VITA) program sponsors sites around
the nation where low- to moderate-income (LMI) filers can have their taxes prepared
for free. However, only about 3% of qualifying returns were prepared at VITA sites.
Over 60% of filers use a paid preparer, which means that many people are paying an
average of $273 to have their taxes done by a paid preparer. Switching people from
a paid tax preparation service to VITA would represent a significant cost savings for
those individuals and would potentially help connect them to other kinds of financial
services offered through VITA sites.
To explore how we might increase VITA use, we partnered with United Way of
Tucson and Southern Arizona (UWTSA). Each year, UWTSA serves approximately
2,500 taxpayers in the Tucson area through their VITA sites. Together, we aimed to
develop a community-level intervention to encourage more community residents to
switch from paid tax preparers to VITA services.

Key Insights
People may stick with using paid tax preparers even when there are free alternatives
simply because we tend to stick with the status quo and keep doing things the
way we have done them before. Breaking people away from the status quo can be
difficult and often requires some kind of shock or impetus for change. There are
four insights from behavioral science that informed our messaging approach for
encouraging people in the community to switch from paid preparers to VITA.
»

People are motivated by a fresh start. People often feel more motivated
to make changes or engage in a new behavior when they are presented at
natural milestones or transition points, such as the New Year.

»

People evaluate the options that are presented to them relative to other
existing options.

»

People look for cues from others and are motivated to behave in the same
way that others around them are behaving.

»

Presenting people with an extreme version on an opinion is more effective at
capturing people’s attention than more mild versions of the same opinion.
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We hypothesized that presenting taxpayers with messaging drawing from these
behavioral insights would motivate more to switch from paid tax preparation to VITA
services. We tested different messages using doorhangers that we, along with staff
and volunteers from UWTSA, placed on household doors. We targeted three zip
codes in Tucson that usually have lower VITA use but were within three miles of a
VITA site. Households were randomly assigned to one of five conditions: four of the
conditions received one of the doorhangers and the fifth did not (a control).

Condition 1.
Extreme
Opinion

Control.
No
Hanger

Condition 2.
Social
Proof

IF YOU PAY TO GET YOUR TAXES
DONE, YOU MIGHT AS WELL BE

THROWING
MONEY IN
THE TRASH.
USE VITA INSTEAD.

Free tax prep for households earning up to $66,000

YOUR NEIGHBORS
SAVE $250 ON AVERAGE
BY FILING WITH VITA
INSTEAD OF A
PAID TAX PREPARER.
Free tax prep for households earning up to $66,000

HOW WILL YOU FILE YOUR
TAXES THIS YEAR?

MOST PEOPLE HAVE
A RESOLUTION
TO SAVE MORE
MONEY IN 2018.
WHY NOT START BY

Paid
DIY
Tax Prep Software

SAVING $250 BY FILING
WITH VITA?
Free tax prep for households earning up to $66,000

YOUR VITA SITE IS WITHIN 3 MILES:

YOUR VITA SITE IS WITHIN 3 MILES:

YOUR VITA SITE IS WITHIN 3 MILES:

El Pueblo Neighborhood Center
101 W Irvington Road, 85714

El Pueblo Neighborhood Center
101 W Irvington Road, 85714

T

W

4-7PM

Th

F

4-7PM

S

S

9-1PM

MAKE SURE YOU BRING:
ID & SSN Cards

Account #s

W2s & 1099s

Routing #s

M

T

W

4-7PM

Th
4-7PM

F

S
9-1PM

MAKE SURE YOU BRING:
MAKE SURE YOU BRING:
ID & SSN Cards
Account #s
ID & SSN Cards
Account #s
W2s & 1099s
Routing #s
W2s & 1099s
Routing #s

United Way of Tucson
and Southern Arizona

United Way of Tucson
and Southern Arizona

S

M

T

W

4-7PM

Th

F

4-7PM

VITA

E-FILE
AVAILABLE

El Pueblo Neighborhood Center
101 W Irvington Road, 85714
M

Condition 4.
Decison
Aid

Condition 3.
Fresh
Start

S
9-1PM

MAKE SURE YOU BRING:

FREE
UNDER 4 HOURS
TO COMPLETE
IRS CERTIFICATION
GUARANTEED

Free tax prep for households earning up to $66,000

YOUR VITA SITE IS WITHIN 3 MILES:
El Pueblo Neighborhood Center
101 W Irvington Road, 85714
S

M

T

W

4-7PM

Th

F

4-7PM

S

MAKE SURE YOU BRING:

ID & SSN Cards

Account #s

ID & SSN Cards

Account #s

W2s & 1099s

Routing #s

W2s & 1099s

Routing #s

United Way of Tucson
and Southern Arizona

S

9-1PM

United Way of Tucson
and Southern Arizona

Results

“

Across all of the
doorhanger conditions,
we saw between 0.75%
and 1.5% of people file
their taxes at a VITA site.

We did not see any significant differences in VITA uptake between conditions. Only
about 0.7% of households in the control condition, but the rate doubled to 1.43% and
1.45% of households on the extreme opinion and the decision aid condition. The
fresh start condition performed slightly worse, with 1.14% of households using VITA
and the social proof condition performed about as well as the control, with 0.86% of
households using VITA.
Taken together, the results suggest that there are likely stronger barriers that keep
people from switching from paid preparers to VITA sites. Perhaps people view paying
for tax preparation as a way of ensuring a quicker refund. Alternatively, they may
also feel that paying for tax preparation is paying for a higher quality service.
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Using reminders to increase
attendance at courtordered classes
Uptrust
Partner Type

Tech

Partner Cohort

2018

Project Type

Optimization

Project Status

In design

Background
Nevada is among several states that require court-ordered classes for many
charges, including low-level misdemeanors. If defendants fail to complete these
classes, they run the risk of going to jail. Yet, even with the risk of jail time, many
defendants do not complete their court-ordered classes. As a result, defendants
are given thousands of avoidable nights in jail.
Using text reminders has been shown to be effective at encouraging people to
come to their court dates. While public defender clients may have transient living
situations, text messages typically are an effective way to reach defendants
because most have a cell phone that can receive text messages. For example,
Uptrust reduced failure-to-appear (FTA) rates by 75% in some jurisdictions through
an automated text intervention that reminded defendants about upcoming court
dates. In another text message intervention, ideas42 reduced FTA rates by 26%.
These interventions support the idea that low-income defendants miss court not
because they purposefully avoid showing up, but because they often have stressful
lives and forget about their court dates. We partnered with Uptrust and the Clark
County Public Defender office to explore whether this same idea held true for
court-ordered classes and if similar strategies might work in this context as well.

Key Insights
We conducted a behavioral audit, sat in on arraignment hearings in the Las Vegas
Justice Court, interviewed public defenders, and examined class providers. Our
experience led to the following insights:
»

Court-ordered classes are expensive. Defendants must finish paying for
the classes before they are able to get a certificate of completion. The
costs of the most common classes ranged from $350-$850. For public
defender clients, who are low-income by definition, these costs are
prohibitive. Although defendants can negotiate with class providers for a
lower rate, many of them are unaware that they have that option.

»

Defendants are given little guidance on how and where to sign up for the
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»

classes. If a defendant does not sign up during the first week after their
sentence, they run the risk of not being able to complete the classes in
the required amount of time. The onus is often on the defendant to call a
class provider, negotiate the class cost, and attend every class for as long
as twelve months. Despite the complexity, there are no reminders that help
navigate the complex landscape.

»

Defendants have chaotic lives. Most clients assigned to a public defender
live below the poverty line and may be struggling with food insecurity,
homelessness, unemployment, or addiction. Keeping track of paperwork or
attending a weekly class is difficult when you’re worried about coming up
with enough money for food or figuring out where you will sleep that night.

»

Defendants might procrastinate because they focus on the immediate costs
of attending classes (both the high monetary cost and the time cost and
inconvenience). The cost of going to jail if they fail to complete the classes,
on the other hand, is in the future and more likely to be discounted.

Experiment
Building on the success of using text messages to reduce FTA rates, we decided
sending people texts messages that incorporate different behavioral insights might
be an effective way to help low-income defendants both sign up for and attend their
classes. Defendants were randomly assigned to be in one of four conditions.
Control.
Current Process
The control condition that
mimics the current process,
in which classes are not
subsidized and defendants
receive no reminders about
their classes.

Condition 1.
Free Classes
Defendants were offered
free classes in order to test
whether the high cost was
the main barrier to signing up
for and attending classes.

Condition 2.
Accountability
Defendants in this condition
received text messages
that reminded them that
the judge is counting on
them and is tracking their
progress.

Condition 3.
Opportunity Costs
Defendants in this condition
received text messages that
reminded them that they
would be giving up many
hours of their life, a large
sum of money, etc..

The text messages in reminder conditions followed the same structure. They
included an initial sign up text, followed by reminders to sign up for classes and a
confirmation once they had signed up. Along the way, participants also received
reminders to attend classes and progress updates at key points every few weeks. If
defendants had missed a class, they received reminders to catch up.

Results
Our experiment is launching in Q2 2019. We plan to compare the effectiveness of the
four conditions versus control by tracking sign up rates, class attendance rates, and
whether or not jail time is imposed in all conditions.
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Sending reminders to reduce
money wasted on overdraft fees
Freedom First
Credit Union

Background
Americans paid an estimated $34 billion in overdraft fees last year. The Consumer

Partner Type

Credit Union

Financial Protection Bureau (CFPB) finds that the majority these fees were

Partner Cohort

2017

incurred on transactions of $24 or less and were repaid within three days. Most

Project Type

Optimization

banks charge steep fees for overdrafting, making the overdraft operate like a very

Project Status

Completed

small loan with a very high interest rate. According to the CFPB, “If a consumer
borrowed $24 for three days and paid the median overdraft fee of $34, such a
loan would carry a 17,000 percent annual percentage rate (APR).” What’s more,
the overdraft fee is often charged by overdraft incident, rather than proportional to
overdraft amount, causing consumers to rack up fees faster than they may realize.
This research suggests that most overdraft fees are incurred unnecessarily and

“

According to the CFPB,
“If a consumer borrowed
$24 for three days
and paid the median
overdraft fee of $34,
such a loan would carry
a 17,000 percent annual
percentage rate (APR).”

come at an exorbitant cost, especially for low-income consumers. To understand
what can be done to reduce unnecessary overdrafting and non-sufficient
funds (NSF) fees, we partnered with Freedom First Credit Union, a Community
Development Financial Institution (CDFI) credit union based in Virginia.
As a CDFI dedicated to helping their credit-challenged members build up
their finances through programs like financial coaching and a Payday Relief
Loan, Freedom First was eager to explore ways of helping members to avoid
unnecessary overdraft fees. Freedom First already offers a robust money
management platform including online banking, overdraft protection services,
and the ability to limit debit card transactions that would cause accounts to go
into overdraft. Together, we were interested in building on this success to further
enable their members’ financial success.

Key Insights
To gain a better understanding of factors that lead to members overdrafting
and incurring NSF fees, we conducted site visits to Freedom First branches,
interviewed staff members, and analyzed fee data for all 4,207 Freedom First
members who had overdrafted or incurred NSF fees in the previous six months.
The behavioral diagnosis revealed that different groups of members overdrafted
and incurred NSF fees for different reasons:
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»

Some members called into the Freedom First branches to complain when
they were charged these fees. These members were often unaware they
were being charged fees for overdrafting or were unaware that their account
balance was low.

»

However, over 250 members had more than 50 instances of overdraft or
NSF fees in the previous six months. These customers were clearly suffering
from deeper financial issues that could not be solved by a heightened
awareness of fees or low account balances.

Experiment
We hypothesized that providing members with a reminder when their balance
was low would help more members navigate their finances in ways that avoided
unnecessary overdrafts. We randomly selected 5,200 credit union members and
assigned them to one of three conditions.
»

A control where the member did not receive a reminder.

»

A balance reminder that highlighted fees to take advantage of loss aversion.

»

An “opportunity cost” reminder that prompted them to think of other things
the money could be spent on.

Those in the treatment groups received one of two different text message reminders
if their balances dropped below $100. Reminders were sent no more than once every
two weeks, to avoid overloading those who have continually low account balances.
To account for the different customer groups identified in the behavioral diagnosis,
we implemented three different treatment conditions, along with a control.

Results
After a few weeks of running the experiment, Freedom First shut down the pilot
in response to reports of problems occurring on January 23rd. There was a high
volume at the call center related to the text messages, and given the available
data, it seems that customers may not have received prior overdraft warnings as
scheduled and perhaps multiple text messages were delivered on January 23rd.
Not all of the calls were negative (some people called in to transfer money to the
account that was low, which was the purpose of the text), but the call volume for the
two hours after the messages were released was surprising.
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Lessons Learned
While obviously the way our experiment about using reminders to prevent
overdrafting ended was disappointing, it also creates an important learning
opportunity. Here are several important lessons learned:
»

Include testing staff on the recipient list so that they can see the actual
version that people in the test see. If we had been included on the send
lists, we would have realized early on that the messages were not going out
as planned in the early weeks. We also didn’t have clear evidence of what
actually happened on January 23rd that caused the phone calls, and being
on the recipient list could have helped clarify that.

»

Pre-test with a small pilot if possible. Running the test with a hundred
participants first might also have helped us to identify the sending errors
earlier. A small pilot might have also brought to light some important data
collection errors from the vendor early on, and then we could have fixed the
issues in time for the larger test.

»

Vet multiple vendors. The vendor that Freedom First used to execute the
test had not previously run any broad text messaging services before. They
were very eager to help and to build out new texting capabilities for their
client, but ultimately their platform was not prepared for this volume or this
test design. Freedom First already had an existing relationship with this
vendor so chose to continue to work with them. In hindsight, we should have
either found a vendor with ample experience and flexibility in text messaging
or learned the limitations of the existing vendor to design a test within those
constraints.

»

Anticipate reactions to any change. The call center staff had been notified
about the text messaging test but was not intimately familiar with the
details. Surprisingly, the high call volume came several weeks into the test
(we think because prior scheduled messages had not actually been sent)
but having more details available about the test, particularly during the
scheduled launch date, may also have helped prepare staff who are more
peripherally involved in the test.
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Shifting how judges set bail
Vera Institute
of Justice

Background
Across the United States, 70% of the those under arrest are awaiting trial. Many of

Partner Type

Non-Profit

these people are in jail simply because they could not afford to post bail. In New

Partner Cohort

2018

York State alone, over 16,000 are incarcerated due to their inability to post bail,

Project Type

Optimization

costing taxpayers over $350 million a year. The average bail for a misdemeanor

Project Status

In field

in New York City is $1,000; yet, we have seen that most people don’t have enough
saved to cover even a less costly unexpected expense.
To understand this problem, we partnered with Vera Institute of Justice. Vera
focuses on building and improving justice systems that ensure fairness, promote
safety, and strengthen communities.

Key Insights
We began by first sitting in on arraignment hearings in New York City and
interviewing public defenders, judges, and policy experts. Our experience led to the
following high-level insights:
»

Judges do not focus on the defendant’s ability to pay when they set bail.
At arraignment hearings, judges can decide to proceed with a defendant
in one of three ways. If they believe the defendant will show up for their
court date, they can release a defendant on their “own recognizance.”
They can also choose to detain the defendant without bail, or they can set
a bail amount. In deciding how to proceed, a judge will take into account
several factors, but they do not formally consider a defendant’s financial
capability.

»

Judges only set a “cash bail.” The full amount of a cash bail must be paid
to the court, which is then returned to the defendant if they show up to
court. However, most people are unable to cover the full amount, and,
instead, families usually have to go to a bail bondsman. Typically, bail
bondsmen charge families 10% of the total bail amount, which is never
returned to the defendant. Judges are allowed to set other types of bail. A
partially secured bail, for example, allows the defendant to pay the court
only a certain percentage of the total bail. This type of bail allows more
families to avoid using bail bondsman, but most judges do not utilize this
option.
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»

There is limited time. The courtrooms are usually very busy, allowing for just
a few minutes per defendant. This environment creates feelings of scarcity
and does not promote a closer consideration of personal finances.

Experiment

“

The environment within
a courtroom can be
hectic and fast-paced,
which encourages
people to stick with the
status quo.

With these insights in mind, we decided to build a financial capability calculator
that quickly records a defendant’s income and expenses before their arraignment
hearing. The results of the calculator are then presented to a judge, including a
recommended bail amount and bail form.
Public defenders could request a financial assessment for their client. The financial
assessment usually takes five-to-seven minutes and is conducted by a trained
professional who then presents recommendations to the judge.
The financial assessments were only conducted on Tuesdays and Thursdays, and

Tools and reminders
that present information
in the moment that it
is relevant are more
likely to be effective
than simply providing
information beforehand.

no financial assessments were conducted on Mondays, Wednesdays or Fridays.
These days served as a comparison, which allowed us to assess the impact of our
recommendations quasi-experimentally. In each case, the judge’s final bail decision
was recorded, and we were able to measure how judges set bail with and without a
financial assessment recommendation.

Results
Our experiment launched in 2018 in the Bronx and Queens and is still in the field. We
expect to get back results in Q4 2019.
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Sending reminders to help
people save money while
shopping for groceries
Propel
Partner Type

Tech

Partner Cohort

2016

Project Type

Optimization

Project Status

Completed

Background
The Supplemental Nutrition Assistance Program (SNAP) is the most effective
antihunger safety net program. SNAP is an integral part of the American hunger
safety net – with 42 million people, roughly one in seven Americans, currently
receiving SNAP benefits. Sadly, most SNAP participants do not receive enough to
cover their grocery bills: the average family uses up 80% of their benefits in just
two weeks.
What’s more, SNAP participants tend to purchase food from smaller, local retailers
rather than grouping their food purchases into several larger, less frequent trips,
which would save them money. We have found previously that SNAP recipients go
food shopping 14 times per month on average, and that 26% of their transactions
are under $6.
We continued our partnership with Propel, a fintech company that makes a mobile
app called Fresh EBT. Fresh EBT allows SNAP participants to easily check their
electronic benefit transfer (EBT) card balance and transaction history. Last year,
we wanted to test whether we could help SNAP recipients stretch their benefits by
using reminders to anchor them on a specific day to go shopping for groceries.

Key Insights
This project with Propel began with an analysis of the spending patterns of over
one million users in their database – how often they go shopping and on which
days – and conducted over a dozen qualitative interviews with SNAP recipients.
This work led to insights that ultimately informed our experiment.
»

SNAP participants may be overspending due to insufficient planning.
People may be going to the corner store at the last minute because they
are unable to plan their grocery trips ahead of time. We decided to focus
on helping SNAP participants save money by helping them plan their trips.

»

Users don’t have a strongly preferred day of the week for grocery
shopping. They are equally likely to shop on each day of the week. This
indicates that we could anchor them to a specific day.
MANAGING CASH FLOW | 84

Experiment

CASE STUDY

We hypothesized that sending reminders about upcoming deals and letting users
know that they can take advantage of day-specific deals might encourage people
to plan ahead. As a result, we hoped users might save money by making fewer, less
frequent trips to the grocery store.
Maria Greene

Together with Propel, we designed a “Fresh EBT Tip” displayed in the app that

$321.47

$50.22

Food Stamp

Cash

encouraged users to enroll for weekly reminders of upcoming shopping deals. About

$80.37

Recommended Weekly Budget

Results

FreshEBT Tip

We did not see that, as a group, those who were offered a chance to receive the

Beat the rush at Food Lion!
New deals start every Wednesday. Want a
reminder the day before new deals start?
No thanks

17,600 users were randomly assigned to either receive the offer to enroll or not.

reminders spent their SNAP benefits any differently from the control group – both

Yes, sign me up!

had the same percentage of small purchases and both tended to spread their
shopping out across the week.
Of the 8,856 in the treatment group, about 20% opted-in for reminders and an even

Home

Spending

Store Map

Offers

smaller group actually opened the reminder that was sent. However, we did find
that this group of people who opted to receive reminders and who opened the first
reminder spent significantly more at Food Lion than the control group.
However, this could be that the people who opted to receive reminders are different
than those who ignored the offer. When we looked at them over time, there were
noticeable differences in their spending behavior in the past. We used a propensity

FRESH EBT

score model to try to create a comparison group that most resembled the group of
people who opted for reminders. Compared to this group, we saw that the reminders

New deals at Food Lion start tomorrow!
People who plan ahead save money.
Preview the new deals.

appeared to encourage people to shop at Food Lion on Wednesday , though the
effect of the reminder was likely not as strong as it initially seemed.
Ultimately, though, we did not see any differences in the percentages of small
purchases made with SNAP benefits. As a result, the reminder likely was not strong
enough to significantly change the way SNAP recipients use their benefits.
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Using reminders to help
plan for moving
St. Louis Housing
Authority

Background
Housing vouchers are a powerful way to transition families out of high poverty,

Partner Type

Government

high crime neighborhoods, particularly compared to traditional public housing

Partner Cohort

2018

approaches. However, even the landmark 1994 “Moving to Opportunity” study

Project Type

Optimization

found that positive effects of vouchers – including better physical and mental

Project Status

In field

health – only accrued to recipients who actually used their voucher to move.
We partnered with the St. Louis Housing Authority to help housing voucher
recipients make the most of their desire to move. A baseline analysis of SLHA
data indicated that only around 41% of recipients who stated an intention to move
two months before their leases expired actually successfully moved on time.
The remainder either did not move or moved more than 7 days after their leases
expired, often at great financial cost. Our goal was to help voucher recipients, who
expressed the intention to move, to do so on time and to a lower poverty area.

Key Insights
To better understand the barriers facing housing voucher recipients, we
interviewed voucher recipients and housing authority staff. We also reviewed case
files for a randomly drawn sample of 367 voucher recipients to understand rates
of missed appointments and estimate the move rate. We found that:
»

Voucher recipients are really only prompted to start thinking of moving
during their recertification appointment, which occurs around 2-3 months
before their current lease end date. While that may feel like a lot of time,
81 days was actually the median amount of time most successful movers
needed to find a home and complete housing authority paperwork.

»

Voucher recipients face many costs when trying to move, including
paying application fees, security deposits, and paying for moving services.
Especially given the tight two-month timeline, many families lean on
family, friends, or debt to overcome these financial challenges.

»

Voucher recipients who had tried to move either successfully or
unsuccessfully in the past were the most likely to successfully move
in the future. These recipients deeply understood the idiosyncrasies of
moving with a voucher in a way first time movers likely do not.
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»

Only about 50% of those that did successfully move, moved to areas with
5-10% lower poverty rates. Many were unaware that their voucher would
be worth more – meaning they could move to a more expensive home – in
lower poverty areas of St. Louis.

Experiment
We hypothesized that creating a two-month-long text message program to give
recipients weekly reminders of what they must do that week to successfully move
on time would both remind recipients to start working on their move early and give
them much needed insight into the housing authority’s process.
To test our hypothesis we identified all housing voucher recipients who stated
that they planned to move at their recertification appointment. We then randomly
assigned half of these recipients to get our two-month-long series of moving tips
via text. The other half got no communication. Below is a sample of the types of
messages we sent recipients.
Selection of texts from the txt4slha program

Hi, this is the St. Louis Housing
Authority (SLHA) - http://www.slha.org/.
we have a new text program (txt4slha)
to help you with your housing search.
You can opt out by typing STOP.

txt4slhaL wk3/8. The housing search is
hard, don’t give up! At this point you
should have an application in to at least
1 place. If you don’t, work hard to do
that this week.

Your Client Analyst, Ms. Oliphant, gave
you a voucher today. To make the
moving process easier, we will send you
1-3 messages a week through the end
of your lease to guide you.

txt4slhaL wk4/8. If you haven’t been
accepted for a new place, keep trying this
- https://
week. Use these search tools
www.ascendstl.org/frequently-askedquestions/#own-search. New homes get
added all the time to search sites.

🏘🏘
txt4slha: Choose a few areas you’d like
. Your voucher is worth
to live in
more in more expensive areas. See
where here - https://
www.ascendstl.org/frequently-askedquestions#how-much.

txt4slhaL wk5/8. {Name}, you are a
.
month away from your lease end
Has your application been accepted? If
so, make sure the landlord is ﬁlling out
and turns it in!
your packet

txt4slhaL wk7/8. One week away! Make
a plan to move your things, Make a list
of everything you have and ﬁgure out
how you’ll move it!
txt4slhaL wk8/8. Your new home has
and
hopefully passed inspection
you should be recieving your move in
.
slip
txt4slhaL Hi {Name}, your lease expires
today. Did you move? Text “Y” - if yes;
“N” - if no; and “P” - if you have not
moved but plan to in the next few
weeks.

Results
This experiment was launched in December 2018 and is still in the field. It will run for
approximately 6 months and include 382 voucher recipients.
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Using implementation
intentions to improve voucher
program habit formation
Vouchers 4 Veggies

Background

Partner Type

Tech

Nearly 40 million adults and 6.5 million children face food insecurity in the US in

Partner Cohort

2018

Project Type

Optimization

Project Status

In design

2017, according to the USDA. Food insecurity and eating an unhealthy diet are
directly intertwined: families that struggle to provide enough to eat often turn to
unhealthy foods because they are cheaper and more filling than healthier food.
Over time, food insecurity and poor diets not only affect people’s health, but they
also further undermine people’s financial well-being as they grapple with paying
higher costs tied to obesity, diabetes, and other chronic diseases.
Only 26% of American food-related spending is on fruit and vegetables, with
a much lower percentage for lower-income Americans. To address these
challenges, Vouchers 4 Veggies (aka V4V or EatSF in San Francisco) provides
vouchers to low-income San Franciscans for fresh produce to improve their health
and well-being.

Key Insights
To understand how V4V participants use their vouchers and to identify areas
where we might promote habit formation around long-term fruit and vegetable
consumption, we first conducted extensive observational research. For example,
we observed interactions in clinics, single-room occupancy hotels (SROs), and
the V4V offices in the Tenderloin and Bayview neighborhoods of San Francisco.
We visited the places people buy food, such as corner stores, supermarkets,
and farmers’ markets, to understand how people purchase fresh food. We also
conducted qualitative interviews with individuals and V4V participants from these
communities.
Out of this research, we developed several hypotheses about voucher use, which
we further validated by analyzing quantitative program data and qualitative
methods. We find that fruit and vegetable consumption are impacted by:
»

Cooking ability/preference for cooking;

»

Access to a kitchen; and

»

Cultural factors related to food consumption and cooking knowledge.
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This investigative research also brought to light several key barriers that prevent
recipients from using their vouchers to build habits around fruits and vegetables
consumption.

“

»

People treat vouchers as different from normal purchases and often made
specific trips solely to use them. Even people who routinely shopped at
supermarkets which accepted the vouchers would make separate trips

People tend to
categorize the vouchers
differently from other
kinds of income. This is

to use the vouchers and would not purchase anything else. The allure of

consistent with research
on mental accounting,
which has found that the
way we recieve income
significantly influences
how we use it.

and vegetable.

getting something for free drives people to make these trips. These oneoff trips are not a sustainable way to incorporate more fruit and vegetable
into an V4V user’s diet. After the voucher program ends, participant easily
stopped making these one-off trips and would often stop buying more fruit

»

Recipients perceive vouchers as opportunities to buy “treats,” or fruit
and vegetables that they enjoy and will eat. Consequently, there is high
consumption of the fruit and vegetables purchased and little food waste.
However, these “treats” might be priced higher than recipients would
purchase with their own money. This creates another hurdle to longer-term
increases in fruit and vegetable consumption because recipients form
unsustainable purchasing habits.

Experiment
We hypothesize that helping voucher holders form implementation intentions will
lead to stronger habit formation. By providing stronger recommendations around
purchase behavior at the program outset, voucher recipients will continue to
purchase more fruits and vegetables even after the voucher stops.
We are currently developing an experiment that will change how the incentives are
deployed in the hopes of changing both short and long-term behavior. Specifically,
the experiment will incorporate two aspects:
»

Encouraging program participants to use their vouchers at the stores that
they typically purchase their food in to develop the habit of buying fruit and
vegetables there.

»

Nudging program participants to buy fruit and vegetables that are relatively
affordable (in addition to being both delicious and nutritious), so that
V4V program participants would be more likely to purchase them at the
conclusion of the program.
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Creating responsible
overdraft protection
Chime
Partner Type

Tech

Partner Cohort

2018

Project Type

Optimization

Project Status

In design

Background
While evidence suggests that most overdraft fees are incurred unnecessarily, there
are times when people need to overdraft in order to make critical purchases. In
these circumstances, some amount of overdraft protection would be beneficial
because consumers have the flexibility to make important purchases without
racking up very expensive fees.
However, the CFPB also reports that offering overdraft protection comes with risks
of moral hazard – consumers with overdraft protection are more likely to overdraft
than those without it. Thus, overdraft protection that builds in some amount of
flexibility would likely be beneficial to consumers. However, we also need to find
ways to discourage customers from making unnecessary overdraft attempts..
To explore what this kind of responsible overdraft protection might look like,
we continued our partnership with Chime. In this study, we were interested in
designing a responsible overdraft protection feature that still gave consumers
some flexibility in how they managed their finances.

Key Insights
To better understand what a new system of overdraft protection might look like,
we first wanted to know more about why people overdraft and the context in which
they do so. We began by listening to interviews of people going through the Bank
Fee Finder tool that Chime created. That qualitative work helped bring to light
several important insights about why people overdraft:
»

Many people are not aware that they are about to overdraft.

»

Not all overdraft transactions are necessary transactions.

»

People underestimate the cost of overdrafting.

Experiment
With these insights in mind, we partnered with Chime to explore ways to protect
consumers from overdrafting while still allowing for some flexibility. Together, we
designed and built a pro-consumer overdraft tool called SpotMe.
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The way the SpotMe program works is as follows:
»

Users are given the option to enroll in SpotMe, which allows them to draw
their account negative up to -$25 .

»

Any negative balances are automatically deducted from their next deposit.

»

At that point, they are asked to “tip” Chime an amount that they think is fair
(instead of the typical $35 overdraft fee charged by ohter banks).

To evaluate if there were ways to avoid the same risks of moral hazard that come
with other types of overdraft protection, we designed a two-condition experiment.
Chime users will be randomly assigned to be presented a chance to opt-in to SpotMe
in two different ways.
»

A control condition where consumers are asked to “opt-in” and then told
that all transactions will be covered up to $25.

»

An experiment condition where consumers are also asked to “opt-in”, and
then told that the feature should only be used for food and gas transactions.

We hypothesize that the experimental condition will signal to consumers that
intentional overdraft transactions should be limited to necessary expenses, and thus
reduce the number of overall overdraft attempts.

Results
Our experiment is still in design and will launch in Q2 of 2019.
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Using visual goal setting and a
postcard to future-self to increase
retention
Background

LISC
Partner Type

Non-Profit

Partner Cohort

2017

Project Type

Optimization

Project Status

Completed

Financial coaching represents a promising strategy to help individuals change their
behavior in service of long-term goals. Participants who attend more sessions are
more likely to find a job, keep their job after 180 days, and establish a credit history.
The problem is, however, that not everyone that starts coaching sticks with the
program and many drop out before achieving the full benefits of their engagement.
Finding ways to improve retention and engagement among financial coaching
participants would increase the impact of the programs. Over the past 18 months,
we have partnered with Local Initiative Support Corporation (LISC) to tackle just
this problem. Working with their network of Financial Opportunity Centers (FOCs),
we explored behaviorally informed strategies to improve the retention of financial
coaching programs.

Key Insights
Before we began designing interventions, we conducted in-depth, qualitative
research at 29 FOCs across five different states. During these trips, we had one-onone interviews with financial coaching participants about their experiences with the
program. We also spoke with financial coaches about where in the process they see
clients struggle and what kind of strategies they use to engage them. In addition to
the qualitative work, we also analyzed administrative data provided by LISC to look
for trends in retention. From this work, we identified a number of barriers that might
prevent a financial coaching participant from fully engaging with the program. We
think two barriers are especially important:
»

Financial coaching offers value that materializes in the future, but many
participants are focused on short-term problems. This mismatch means
that some participants may not fully connect with the long-term goals they
set as part of the coaching process.

»

Some participants put off working with a financial coach until a certain
point in the future, such as when they secure employment. This means that
some participants may drop off more quickly during the early sessions.
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Experiment
Based on these insights, we developed a visual goal setting exercise where
participants were presented with a set of eight photos and then asked to select one
that represented what they wanted their financial future to feel like. This prompted a
conversation about why they identified with the picture that they selected.
By structuring a long-term goal setting exercise around visuals, participants
were able to connect with their goals in a more meaningful and emotional way.
Furthermore, we purposefully selected eight photos that were conceptual, allowing
participants to give them their own meaning.
Half of the financial coaching participants were asked only to pick a photograph.
The other half were asked to use their answers from the visual goal setting exercise
to fill out a postcard to themselves in the future. They were unaware of the fact that
they would receive the postcard the next time they missed a meeting. Reminders
such as the postcard can play an important role in making our previous intentions
more salient by bringing us back to the moment when we set those intentions. The
postcard not only serves as a reminder of the motivation participants felt during the
session, but it also makes the coach’s contact information readily available.

Visual Goal Setting Photographs

Results
We found that both the visual goal setting exercise and the postcard significantly
increased participants’ willingness to attend sessions. Participants who went
through the visual goal-setting exercise with their coaches attended 6% more
sessions within the first three months than the comparison group. Participants who
also used the postcard attended 16% more and 10% more than just the visual goal
setting.

MANAGING CASH FLOW | 93

CASE STUDY
We also found that the interventions significantly increased retention. About 9% of
the comparison group met were retained. About 12% of the participants who went
through the visual goal setting exercise and about 13% of the participants who also
used the postcard were retained after 3 months.
Interestingly, while participants that wrote the postcard did have marginally better
engagement compared to those who only went through the visual goal setting
exercise, it was not because it worked as a reminder. Instead, we think that simply
being forced to take the time to reflect and summarize the conversation may make
the visual goal setting exercise more meaningful.
At 6 months after we finished collecting data, we were able to go back and see if the
effect of the intervention persisted over time. We found that there were more clients
attending sessions even after six months. However, we also saw no differences in
session attendance between any group for clients who were retained at the 3-month
mark.
Indeed, when we look at attrition rates, we see that the only moment when the
interventions make a significant difference is early in a participant’s engagement.
We found that some of this effect just resulted in displaced attrition – someone
dropped out of the program at month 4 instead of month 2. However, the evidence
also suggests that a significantly higher number of participants deeply engage and
continue attending coaching sessions well into the future.
Taken together, this experiment suggests that retention is built during a participant’s
early engagement. If a participant engages with coaching and derives social,
emotional, or financial value during the first sessions, they are more likely to sustain
their engagement over time.
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Using technology to increase
retention in financial coaching
Background

LISC
Partner Type

Non-Profit

Partner Cohort

2017

Project Type

Optimization

Project Status

In Design

Building off our success using the visual goal setting exercise and the postcards
participants wrote to themselves in the future, we continued our partnership with
the Local Initiative Support Corporation (LISC) and their network of Financial
Opportunity Centers. This project also explores how we might further encourage
greater engagement by financial coaching participants.
In this project, we specifically are interested in understanding how technology
might offer new strategies to increase retention and create opportunities for
coaches to connect with clients in meaningful ways. Together with LISC, we
worked together to design and develop a novel digital tool that supports financial
coaches as they engage and work with clients.

Key Insights
We began designing our digital tool by first reviewing our previous research to
identify points of drop-off. This research identified a number of additional barriers
that likely prevent clients from fully engaging with financial coaching programs.
»

The relationship between the coach and the client is very important to
their long-term engagement. However, coaches have to build trust and a
good rapport with clients very quickly. If a coach is able to connect with a
client early in their engagement, they are more likely to keep coming back.

»

Clients who make progress early in their engagement towards some
financial goal are more likely to continue attending sessions. On the other
hand, clients who do not have these small wins are more likely to drop off.

»

Financial coaches are occupied with data collection. Financial coaches
have a limited amount of time, so they are forced to make a trade-off
between data collection and other activities that are more directly related
to coaching or related to outreach to re-engage their clients.

As we set out to design a new digital tool, we felt technology could support
financial coaching in several ways. First, technology can help relieve some of the
burden that coaches face related to collecting and entering data. By automating
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some of the data entry, coaches would have more time to invest in their clients and
potentially have greater capacity to work with more clients.
Technology can also provide coaches with information about their clients even
before the first session. This information might build the relationship between
the coach and the client because it puts coaches in better positions to have more
meaningful conversations with clients from the very first session.
Lastly, we think technology creates opportunities to structure the activities that
clients are asked to do. For example, technology could provide greater continuity
and additional touchpoints to give clients a greater sense of progress early in their
engagement with financial coaching.

Experiment
Coaches Report
Coaches are emailed a summary
of their new client. The report has
demographics and “Conversation
Starters” to help coaches ask more
meaningful questions and tailor even
the very first session to the specific
needs of their client.

Our development focused first on how we might digitize some of the burdensome
data collection and entry that coaches are asked to do. We designed a webpage and
embedded intake surveys and the budgeting task that all participants must fill out.
Everything connected directly with LISC’s database. We then worked with coaching
programs to tweak their processes to feature the new, digital data collection.
In addition to collecting data, the tool also prompts clients to immediately schedule
a session with coaches. We ultimately want the tool to go ahead and auto-schedule
clients into a series of three sessions rather than just one.
Then, we used the intake data that clients provide to create a summarized report that
is sent to coaches before the session. The client report provides coaches with an
“at-a-glance” view of their client’s financial circumstances and provides “conversation
starters” for the coach. The idea is to prime coaches to have meaningful,
personalized conversations with their coaches from the very first session.
Lastly, we will design the digital tool to provide a series of interactions for clients
over the course of their first three sessions. Coaches often provide some type of
homework or “to-dos” for clients between sessions. We would like to incorporate
technology that ensure that these exercises are designed to encourage further
engagement by providing a maximum sense of progress.

Results
We have launched the new tool at two financial coaching programs in Chicago.
We are looking to expand to additional sites in early first quarter of 2019. We will
then test and evaluate the effect of the new technology on client engagement and
retention. We expect final results by next fall.
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Priming an association to one’s future
self (or dissociations from one’s past
self) to drive sign-ups
Chime
Partner Type

Tech

Partner Cohort

2017

Project Type

Optimization

Project Status

Completed

Background
While overdraft fees and other fees can be detrimental to someone’s overall
financial health, people continue to underestimate how much they pay in bank
fees. Instead of fighting uphill to motivate people to avoid these bank fees,
perhaps we can simply encourage them to opt-in to a system where there are no
fees to begin with. To help people not have to pay these fees, we partnered with
Chime, an online bank with no monthly fees, no minimum balances, no foreign
transaction fees, no overdraft fees or transfer fees.

Key Insights
To help more consumers sign up for Chime, we conducted an in-depth behavioral
audit of their sign-up flow, analyzed their conversion data to identify significant
drop-off points, and conducted in-depth interviews with Chime employees.
Our analysis led us to two key findings:
»

There’s a limited emphasis on benefits. Their sign-up flow focused on
simplifying the amount of inputs a user has to read and process. This
is generally a good practice, but our behavioral analysis also found
little callout to the benefits of opening a Chime account, that may have
attracted applicants in the first place.

»

There’s a long delay before being able to use the card. Due to the
time constraints of physically mailing a debit card, and the technical
restrictions of Automated Clearing House (ACH) transfers, it takes a
couple of days for a user to receive their Chime debit card and activate
their account. We know that motivation decreases sharply with time,
which was reflected in the data as a sharp drop-off in the number of users
who continued on to the activation step.

Experiment
Together with Chime, we designed an experiment with the goal of increasing
conversion, and ultimately savings, through their enrollment flow.
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Past research from Dan Bartels and Lance Rips has shown that a closer association
with one’s future self can increase one’s desire to save. Similarly, it may be the case
that disassociating from one’s past self can increase one’s desire to avoid past
sub-optimal financial behaviors. With this in mind, we ran an experiment within their
enrollment process.
We tried to leveraged this research by randomly presenting new Chime users with
either a control screen or one of two experimental screens that force respondents to
respond whether they are ready to start or stop being a kind of person.
Control

Start Condition

Stop Condition

Results
Just over 31,000 people were shown either the control screen or one of the
experimental screens during their sign-up. We did not see any differences in sign-up
rates between the three different conditions.
Although we did not measurably change behavior with this experiment, we did learn
that adding two extra screens to an enrollment flow did not significantly reduce
completion rates of the flow.
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