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When was the last time you thought about how the details of your program affect your clients’ behavior?   

 

Behavioral economics is the study of how people make decisions in a complex and textured world where details 

matter. It draws from the fields of economics and psychology, but brings a unique perspective that departs from 

each of these fields in important ways. Behavioral economics differs from standard economics because it uses a 

more realistic (and more complex) model for how we view people. It differs from psychology because it maintains a 

focus on institutions and the contexts in which decisions are made.   

 

Over the last few years, the use of behavioral economics to inform program design has taken off in the asset-

building community. Behavioral economics research suggests that situations of financial stress affect people’s 

decisions and actions in profound ways, making it difficult for them to attain financial stability and build assets. 

However, small adjustments can change individuals’ behavior.  

 

While behavioral economics is a science, applying it in the field is still an art. How can the asset -building 

community best apply the lessons of behavioral economics to their programs? 

The Behavioral Economics Technical Assistance (BETA) Project is an initiative at CFED to build the capacity of 

asset-building programs that want to apply lessons from behavioral economics to their own program designs. In 

collaboration with behavioral design firm ideas42 and with funding from the Citi Foundation, we asked the field to 

send us their most pressing behavioral problems and chose three sites out of 99 applications. In 2013, the Project 

team applied ideas42’s behavioral diagnosis and design methodology to create and test a set of solutions aimed at 

behavior change at three partner sites: 

 

 

 

 
 

 

 

Service Microlending Affordable Housing Financial Advising & Product Integration 

Location San Antonio, TX Cleveland, OH New York, NY 

Problem 

Statement 

Borrowers have difficulties 

making consistent, on-time 

repayments using the ACH 

electronic withdrawal system. 

Despite  multiple  payment options, clients 

in the Lease Purchase Program fail to pay 

their rent on time . 

Low-income individuals sign up for 

accounts with affiliated credit unions 

during a financial education course, but do 

not fully utilize them. 

 

Designed 

Solutions 

Redesigned statement with 

planning tools; email & text 

reminders 

Monthly raffle  with mailed reminders; late 

fee payment waiver 

Plan-making activities with a removable 

pouch and simplified account material 

 

What we found at the three BETA Project partner sites is encouraging. Small changes to program design, inspired 

by behavioral economics, can have a significant impact on program effectiveness.  
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Moreover, many of the findings from the BETA project can be applied more broadly by the field:  

 

 Be preemptive. Asset-building organizations often start engaging with clients only after a problem, such  as 

a missed payment, arises. While in-person interactions with clients can be expensive, there are many earlier 

opportunities for engagement through other communication channels with clients.  

 “Buy” attention with incentives. Incentives can be a powerful tool for behavior change, but not always for 

the reasons we expect. We often casually speak about how we need to “pay” attention—incentives can be a 

way of “buying” attention. Every day, there is a pile of things that we intend to do, and small incentives can 

move a given action to the top of that pile. 

 Promote action along with information. Information alone rarely leads to behavior change. We often 

decide to do something, but fail to follow through. Organizations that seek behavior change should provide 

assistance and direct access to products and services to help clients reach their goals. 

 

Beyond learning from our direct results at the three partner sites, our work through the BETA Project yielded 

interesting and important tips on how asset-building organizations can apply a behavioral perspective to programs 

and prepare their organization for change. Read more about our insights, starting with “Implications for the Field: 

Small Changes, Real Impact” on page 44. 

 

In this report, we invite you to read about our process, go through the on -the-ground activities at each site, and 

learn about specific ways you can apply behavioral economics in your own program. 

Behavioral economics teaches us that attention is scarce. We think these results are worth paying close attention to. 

While this report should be considered the exhaustive guide to the BETA project, we have also prepared a short 

brief that provides highlights of the process, insights and results of the BETA project. The brief is available at 

http://cfed.org/assets/pdfs/small_changes_real_impact_brief/.  

http://cfed.org/assets/pdfs/small_changes_real_impact_brief/
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The BETA project applies ideas42’s Behavioral Diagnosis and Design methodology to help identify the barriers 

that impede desired behaviors and outcomes. At each of our pilot sites, the BETA Project employed a four-

stage problem-solving process: define, diagnose, design and test.  

 

 
 

Taking a behavioral diagnosis and design approach in the asset-building field prompts program designers to: 

 

 Think about the context in which decisions are made. Understanding the context of decision-making can 

change how we view the problem at hand and illuminate new pathways for solutions.  

 Target the end-user experience. To understand how clients make decisions in reaction to their context, an 

organization must examine the process that clients experience, from when they enter a program to when the 

program achieves (or fails to achieve) the desired outcomes. 

 Look for small changes that can offer real results. Behavioral solutions often impose only minimal direct 

costs compared to solutions like offering direct cash incentives or match dollars. However, before moving 

forward with solutions, it is important to also test them for effectiveness.  

Many attempted solutions fail because we are trying to solve the wrong problem. When we see people 

behaving in an unusual way, we often make assumptions about the problem. Economists assume that the 

problem is faulty incentives. Educators assume the problem is a lack of understanding. Marketers assume that 
the problem is knowledge about a program. But when we operate under these assumptions, we close down 

other potentially powerful areas of inquiry. That is why our first step is to re-state the problem to open our 

minds to all possibilities.  

 

Crafting a problem definition is as much an art 
as a science—there is no step-by-step set of 

instructions to follow. The assumptions we 

make about people change how we approach 

behavioral problems. If we clear our problem 

statement of presumptions, such as an 
assumption about the intentions behind a 

client’s actions, we will be able to take people as 

they are and design solutions that work.  

 

In re-stating the problem, we need to think 
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about what program outcome or outcomes we are aiming to improve. The problem should be defined without 

any underlying assumptions about what the solution might be (e.g., ‘People do not know enough about X, so 

they are not doing Y’; this assumes that not knowing is the problem). The problem should also be stated so 

that the desired behavior change can be easily inferred (e.g., ‘People are signing up for the savings account, but 
are not saving; we want them to use the account to build savings’).  

 

Diagnosis is where we aim to uncover factors and contextual details that might be contributing to the 
behavioral problem identified during the define step. We look for places where small differences in contexts 

could have a real impact. Finally, we think about how behavioral economics can explain the behaviors we 

observe. It takes place as an iterative process for charting the decisions and actions an individual must take to 

reach the desired outcome, constructing informed hypotheses about the psychologies at play and looking for 

evidence in the field that helps us refine those hypotheses. 
 

Behavioral diagnosis is rarely complete with one hypothesis, but requires multiple iterations. Additionally, 

behavioral diagnosis will very rarely yield a single, clear answer for why people are behaving a certain way. 

Our goal here is not to pinpoint a precise cause of a precise behavior, but to better understand the key 

“behavioral bottlenecks,” or places where human behavior may be preventing someone from reaching their 
goals within a given context. 
 

It is worth noting that the hypotheses below 

do not necessarily apply to every client, nor 

are the hypotheses mutually exclusive—more 

than one behavioral bottleneck could exist, 

and at multiple points within the process. In 
addition, these are a set of hypotheses, not the 

set of hypotheses. There are likely other 

hypotheses that one could come up with that 

might explain the behaviors. This is a set of 

hypotheses that are based on our 

conversations, observations and behavioral 

expertise. 

We design solutions that we believe will help break through the behavioral bottlenecks observed during the 

diagnosis phase. During the design phase, we generate creative ideas around potential solutions to our 

problem. We also iterate back to our diagnosis and tease out details about the specific behaviors and context 
that might lead to additional ideas. Design flows from diagnosis, but there is not a one-to-one correspondence 
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between diagnoses and designs. Instead, we try to design solutions that can effectively ameliorate the 

diagnosed bottlenecks.  

 

 
 

Behavioral economics shows that theory can be an imperfect guide and does not always match the real world. 

In order to make evidence-based decisions, we need to collect and analyze the evidence. Whenever possible, 

we run randomized controlled trials (RCTs) of our solutions. This allows us to make sure that our theory-
driven designs have the desired effects in the real world. 

 

It is worth noting that most field experiments do not yield satisfactory results. In fact, those that have had their 

impact rigorously measured have been shown to fail more often than not. Rigorous evaluation methods, 

especially the use of randomized controlled trials (RCTs), are the best way of determining if a solution was 
effective. In an RCT, only randomly-selected individuals (the treatment group) get the solution(s), while others 

(the control group) do not. Successful solutions in an RCT can be scaled up to other sites, provided that the 

diagnosed behavioral bottlenecks are similar across both sites.  

 

However, not every new organizational procedure needs validation from an RCT. RCTs require limiting the 
solutions to a treatment group, careful data collection and analysis by trained statisticians. When these three 

requirements can’t be met, a simple comparison of outcome measures before and after a solution is 

implemented, along with feedback from clients and staff, can provide valuable information for strategic 

decision-making.  
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Accion is one of the largest microlenders in the country, lending to low-income consumers who are often shut out of 

traditional credit channels. Accion Texas provides individual business loans from $500 to $50,000 for startups and 

up to $250,000 for established businesses. All loan funds repaid to Accion are reinvested in the community.  

 

 

 
 

The original problem statement provided by Accion was the following:  

 

For individuals with credit scores lower than 522, having separated personal and business checking accounts almost 

doubles the probability of repayment in comparison to individuals that only have one checking account or have no bank 

account at all. Accion hopes to help the underbanked borrowers improve loan repayment rates so they can build or 

improve their credit and move up the asset-building chain.  

 

When first exploring the original problem statement with Accion , we questioned whether the loan repayment rate 

was the most appropriate outcome to be focusing on. Compared to the industry average of 3.6% in 2011,1 Accion’s 

charge-off rate of 5% in 2012 did not seem problematic, especially when the vast majority of Accion’s borrowers are 

those who would not qualify for a loan through conventional credit channels. However, an Accion member stated 

that the portion of the organization’s portfolio that was at risk during 2009-2010 was as high as 30% (loans 30 days 

or more past due, including loans that have gone through extensions, restructuring or charge-offs). This indicated 

that more borrowers might struggle with on-time loan repayment than the charge-off rate suggests.  

 

According to Accion staff members, Loan Officers and the Collections Team typically start contacting borrowers 

once they are five days past due. Not only is the amount of staff resources dedicated to working with these 

borrowers significant, but there are consequences for borrowers as well. Borrowers may be charged late and non-

sufficient funds (NSF) fees, and may be at risk of damaging their credit score if Accion reports their delinquency. 

This led the BETA Project team to believe that the problem statement should focus on borrowers’ ability to make on-

time payments. 

 

                                                 

 
1 For more information, visit http://www.federalreserve.gov/releases/chargeoff/.  
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We also found that segmenting borrowers based on their credit scores or banking status may not allow for an 

accurate diagnosis of the problem. First, these characteristics were observed during the time of the application, and 

the team did not know how these borrower characteristics might change throughout the three-to-four year term of 

the loan. Second, segmenting by credit score and banking status implies that these characteristics may cause the low 

repayment rate. It also limits the potential scale of our project by focusing only on a subset of borrowers, when there 

may be solutions that could impact all borrowers. We recommended removing these restrictions on the scope of the 

problem by credit score or banking status and expanding it to all borrowers.  

 

Finally, we noted that Accion’s social mission is to help its borrowers achieve long-term financial stability and 

growth, which can be facilitated by encouraging them to build credit and gain familiarity with the conventional 

banking system. Accion ’s borrowers are given the opportunity to accomplish both by making consistent and timely 

loan repayments using a bank account for automatic Automated Clearing House (ACH) withdrawals. 

 

The final problem statement changed the focus to preventing current borrowers from becoming past due and 

entering the collections process, rather than on borrowers who were already past due on their repayment. 

Additionally, we focused on those borrowers who are currently on the ACH auto-withdrawal system (which 

accounts for 85% of Accion’s borrowers), rather than limiting the problem to those who had been already dropped 

from the system. 

 

Ultimately, the organizational problem we addressed with Accion was: 

Borrowers have difficulties making consistent, on-time repayments using the Automated Clearing House (ACH) 

electronic withdrawal system. 

 

 

 
In conducting the behavioral diagnosis with Accion, the BETA Project Team identified four potential behavioral 

barriers (“bottlenecks”) that may prevent borrowers from paying their rent on time.  
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Because Accion requires borrowers to use automatic ACH withdrawals for payment, borrowers need to remember 

to deposit sufficient funds before the payment date, and to make sure that the balance remains sufficient until the 

ACH withdrawal occurs. Three factors make this difficult.  

 

First, borrowers may have the payment due date at the top of their minds and forget that they need to have money 

available in their accounts prior to the due date. They may be anchored to the salient payment date as the deadline 

to take action, when it is actually too late to make a deposit. They may be experiencing financial stress as small 

business owners, with cognitive burden resulting in greater propensity to forget. Second, even if sufficient funds 

have been deposited, borrowers also need to remember to avoid making any withdrawals from the account before 

Accion’s ACH withdrawal is processed. Borrowers may wrongly perceive that the action of “depositing” is same as 

the end goal of “paying,” leading them to stop actively managing their account balances once the deposit has been 

made. Finally, if a borrower cannot make a payment through ACH for some reason, the borrower is required to 

inform Accion at least seven business days prior to the payment date—a requirement that is difficult to remember. 

 

While Accion’s borrowers receive monthly statements, these statements may not act as effective reminders. To make 

things even more difficult, the statements are sent out to borrowers at quasi-random times that depend on the 

availability of the Accion staff. Some borrowers receive statements two weeks prior to their payment date, while 

others receive them only a few days prior. If the statement comes too early, the borrower may forget about it by the 

time an action is required. Alternatively, if the statement comes too close to the payment date, it may be too late for 

the borrower to take action.  

 

It is a universal human characteristic to forget, even when the 

consequences are large. We have limited cognitive capacity for 

attention at any given moment, and tend to remember the things that 

are salient to us.2However, what is the most salient to us is not 

necessarily the most important or beneficial information. Additionally, 

even though we may remember the end goal, we may forget the 

preceding steps necessary to achieve it. 

 

Sending clients a reminder is a way to help counter forgetting. It is 

important for reminders to be both salient (would stand out in the 

client’s mind) and well-timed (received at a moment when the client is 

able to take action). 

 

                                                 

 
2 Karlan, D., McConnell, M., Mullainathan, S., & Zinman, J. (2010). "Getting to the Top of Mind: How Reminders 

Increase Saving (No. w16205)". Cambridge, MA: National Bureau of Economic Research. 
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In interviews, Accion staff members mentioned that changing the payment date was one of the most common loan 

adjustments that borrowers perform. However, many borrowers do not make the change until they have 

encountered an issue with payment, even if they already know that the previous payment doesn’t work.  

 

When a borrower signs the closing documents, the first payment date is automatically set as the thirtieth day from 

the closing date, and the subsequent payments fall on the same date every month thereafter. The default loan 

payment date may not be ideal in the context of the borrower’s broader cash flow cycles. For example, if a 

borrower’s cash inflows typically occur too close to the payment date, the borrower may not have enough time to 

deposit the cash into the ACH account before the automatic withdrawal. Alternatively, if the cash inflow occurs too 

early in the loan payment cycle, the borrower may not plan properly or have difficulty maintaining enough funds 

until the payment date.3 

 

We often refuse to give up our current way of 

doing things in order to adopt a new way, even 

when the benefits associated with the change 

outweigh the costs. This may be because we have 

not yet faced difficulties with the current method, 

or because we do not realize that better methods 

exist. However, it may also be driven by status 

quo bias, which leads us to overweight the 

potential losses and underweight the potential 

benefits of a change, even when the benefits and 

the losses appear clear to an outside observer.4To 

address this, a solution should not only actively 

encourage borrowers to assess their cash flow 

cycles, but nudge them to act upon it immediately.  

 

Because Accion requires automatic ACH withdrawals for loan repayments, borrowers need to deposit sufficient 

funds before their payment dates. A borrower may think of depositing as a single action, but it is actually the result 

of many intermediary decisions and actions that need to be completed before the actual deposit can be made (i.e., 

borrower needs to set up automatic deposit or make in-person deposits at a branch or ATM). For frequent users of 

the banking system, we may think these hassle factors are trivial. However, for those who are previously unbanked,  

                                                 

 
3 Although a borrower could pay early online using a credit card or a check, this option may not be salient. Or, the 

borrower may forget the requirement to notify Accion at least seven days prior to the ACH withdrawal if an early 

payment is made. (If Accion is not notified, the ACH withdrawal will occur regardless of the early payment.)  
4 Samuelson, W. & Zeckhauser, R. (1988). "Status Quo Bias in Decision Making." Journal of Risk and Uncertainty, 1, 7-

59. 
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some of these seemingly trivial decision and action points may be 

consistently impeding them from making timely deposits.5 Accion does 

not formally discuss with borrowers which banks or accounts will work 

best for them. 

 

It is easy for us to overlook certain hassle factors due to our inattention 

or overconfidence. For example, although a borrower may be familiar 

with the banking system, s/he may not feel the need to plan in advance 

to make a deposit. However, when the time to act actually comes, the 

borrower may find that s/he does not have a car to drive to the bank, or 

has misplaced necessary documents. 

 

The psychological effect of hassle factors may be reduced by helping borrowers develop a step-by-step plan for 

depositing funds, so that the hassles associated with making a deposit seem less overwhelming to the borrower.  

Another option is to try to get rid of as many elements of the hassles as possible. 

 

Accion requires auto-payment through the ACH system 

when a new borrower receives a loan. However, the method 

does not necessarily translate into automatic and successful 

use of the method by all borrowers. Many borrowers have 

dropped off from Accion’s default ACH payment method.6 

 

It is possible that some borrowers lack any real intention to 

use the ACH system, even though they sign up for the ACH 

accounts during the application process.7In fact, they may not 

be choosing to use the ACH system at all. Borrowers may be 

asking themselves during the application process, “Do I want 

to sign up for the ACH account so that I can be approved for the 

loan?” as opposed to “Is the ACH a realistic method of 

payment for me?” Although the answer is “yes” in both instances, the choice the borrower is making is quite 

                                                 

 
5 Bertrand, M., Mullainathan, S., & Shafir, E. (2006). “Behavioral economics and marketing in aid of decision making 

among the poor”. Journal of Public Policy & Marketing, 1, 8-23. 
6 According to an analysis performed by Accion, although all borrowers are required to have an ACH account to be 

approved for an Accion loan, only 86% of the current borrowers are on the automatic ACH withdrawal system.  
7 Madrian, B. C. & Shea, D. F. (2000). “The power of suggestion: Inertia in 401 (k) participation and savings behavior 

(No. w7682)”. Cambridge, MA: National Bureau of Economic Research; Bronchetti, E. T., Dee, T. S., Huffman, D. B., 

& Magenheim, E. (2011). “When a nudge isn’t enough: Defaults and saving among low -income tax filers (No. 

w16887)”. Cambridge, MA: National Bureau of Economic Research. 
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different. We must be careful not to assume that we know the decision that borrowers are making, solely based on 

the actions we observe. 

 

In the current application process, there is not a clear moment when borrowers are actively encouraged t o evaluate 

whether the ACH system is an appropriate/realistic method for them. Once the repayment starts, the borrowers 

may find themselves unprepared to deal with both the behavioral and structural barriers that prevent them from 

successfully using the ACH system. A solution could provide borrowers with tools that help them use the ACH 

system successfully. 

 

 

 

 

 
 

With our behavioral diagnosis in mind, the BETA Project team worked with key Accion staff to brainstorm ideas for 

solutions and make decisions on which design concepts to move 

forward with and how to execute the selected designs. Decisions 

were based on discussions with various stakeholders related to the 

standard loan program including staff from various departments, 

borrowers and management. The main considerations at play when 

making decisions on what to test were whether or not the design 

concept was feasible given the BETA Project timeframe and the 

technology available to implement the design concepts. The 

following solutions were implemented and tested at Accion. 

 

The BETA Project Team redesigned the monthly statement Accion 

sends out to its borrowers and included a planning tool for making 

deposits on a removable sticky note. Unlike the original statement,8 

the new statement includes Accion’s customer service line at the 

top for ease of access, a picture of Accion’s CEO to build trust and 

reciprocity, the emphasized recommended date to check for 

sufficient funds, a simplified version of the borrower’s payment 

                                                 

 
8 See Appendix 2. 
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status, a post-it note to help plan the deposit of funds, and clear, step-by-step instructions if the borrower wants to 

change their method of payment.  

 

In redesigning the statement, the BETA Project team was mindful of the limitations of both Accion and the third 

party vendor that handles the printing and mailing the statements. The Accounting Team at Accion was asked to 

include a few extra fields in the weekly list of borrowers that it compiles and sends to the third party vendor. We 

also coordinated with the third party vendor to ensure that the new statement was printable and feasible for 

mailing. 

 

 

 

Email and text reminders were created for Accion and sent out 10 and 3 calendar days preceding the payment date, 

respectively. If either of those days fell outside of Accion’s business hours, the reminders were sent on the closest 

preceding business day in order to comply with laws prohibiting lenders from contacting borrowers outside of 

business hours. Accion used ClickDimensions to manage the distribution of emails and Twilio for the distribution 

of text messages.  

 
 

 

 
 

To evaluate the effectiveness of the designed solutions, the BETA Project team worked with Accion staff to conduct 

a randomized controlled trial (RCT), in which we randomly assigned borrowers into two groups: (1) the control 



 

 

 

 

                                                    15 

 

group that did not experience the solutions, and (2) the treatment group that experienced the solutions. The RCT 

allowed our team to statistically evaluate whether the solutions were effective at nudging borrowers towards 

making their loan payments on time. 

 

For the experiment, Accion’s standard loan borrowers were divided into two groups: a control group of 899 

borrowers that did not see any changes in Accion’s services, and a treatment group of 909 borrowers.9 However, 

due to some loans being paid off throughout the test period, we ended up with 730 borrowers and 740 borrowers in 

the control and the treatment groups, respectively, by the end of the testing period.10  

Our evaluation indicated that the solutions did not have a statistically 

significant effect on the overall sample when it came to paying on time. 

However, we found that we had a significant effect on borrowers with 

smaller payment amounts due, who might represent a “riskier” 

borrower population and therefore be worth targeting for on-time 

payment. We also found a lower average number of total non-sufficient 

funds (NSF) fees charged to borrowers in the treatment group—

especially for those with smaller monthly payments. 

 

First, we looked at the overall sample in the aggregate, including all 

borrowers in treatment and control groups. We found that although we 

                                                 

 
9 When assigning borrowers to control and treatment groups, we employed a method known as stratification. This 

method ensures that individuals with select categories of traits are evenly split between the control and the 

treatment group, and thus increases the statistical power of our experiment. We took this approach because of our 

belief that at Accion, these traits may inherently drive the metrics we want to measure. The traits—or “strata”— 

across which we randomized were: (1) whether the borrower previously had an interaction with the Asset 

Protections team, indicating that they might be a “problematic” borrower; (2) which regional office originated the 

loan, reflecting differences in the borrower-lender relationships at different regional offices; and (3) the borrower’s 

auto-review score (AR Tier), which is used as an indicator of the borrower’s financial characteristics during loan 

origination.  
10 For discussion on preparing for the implementation of the experiment, as well as the minor logistical disruptions 

faced during the implementation, please see Appendix 4. 
11 We discuss the data sources and analytical methods in  Appendix 5.  
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may not have had an impact on the overall on-time payment rate, we may have reduced the number of borrowers 

who are charged NSF Fees. 

 

During the testing period, 81% of payments due were paid on time, and 85% were paid within two days of the due 

date. Overall, we observed only a small effect of the solution on the treatment group: 82% of payments for the 

treatment group were made by the due date, compared to 81% for the control group. The differences between the 

two groups were not statistically significant. 

 

The numbers of late fees charged to borrowers were also similar across the two groups in the overall sample. 

Borrowers are charged a late fee if their payment has not been completed within five days of the due date. During 

the testing period, 81% of borrowers were never charged a late fee. We found that the average number of late fees 

charged per borrower during the testing period was 22% lower in the treatment group than in the control group 

(0.483 in the control group vs. 0.375 in the treatment group), but this difference was not statistically significant.12 

 

Finally, we looked at Asset Protection Activities because more on-time payments could theoretically result in fewer 

interactions between the borrower and the Asset Protection team. However, we did not find any significant 

differences between control and treatment groups. We looked at the average number of correspondence activities 

between the Asset Protection Team and a borrower during the testing period (two messages were counted 

separately even if they were regarding the same topic). The control group averaged 1.56 interactions, while the 

treatment group averaged 1.50 interactions (not statistically significant). Although the treatment group had a lower 

percentage of borrowers who had at least one Asset Protection Activity during the testing period, this difference 

was not statistically significant (28.3% in the control group vs. 26.5% in the treatment group). 

 

Interestingly, the solution may have reduced the number of 

non-sufficient funds (NSF) fees incurred by borrowers. On the 

due date, NSF Fees are charged immediately to a borrower if 

there are not sufficient funds for the transaction to go through. 

Of the total number of borrowers, 10.4% were charged at least 

one NSF Fee during the testing period. We found a positive, 

statistically significant effect of the treatment on the assessment 

of NSF fees—the average number of NSF Fees charged during 

the testing period was 24% lower in the treatment group than in 

the control group (0.171 in control vs. 0.130 in treatment; 

p<0.10).13  

                                                 

 
12 Borrowers who were never charged a late fee were counted as having a total of zero late fees. 
13 Borrowers who were never charged an NSF Fee were counted as having a total of zero NSF Fees.  
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With mixed results in our overall sample, we were interested in finding out whether our solutions might have had a 

stronger impact on a subgroup of borrowers. One compelling way to analyze this was to examine differential effects 

across borrowers who had larger or smaller payments due. We divided borrowers in quartiles using the size of each 

month’s principal payment as follows: 

 

 

 

Payment 

Quartiles  

1st Quartile 2nd Quartile 3rd Quartile 4th Quartile 

Principal Due $0 - $227.49 $227.44 - $341.19 $344.56 - $540.52 $544.26 - $3341 

Number of 

Observations  

1,656 1,656 1,656 1,657 

 

This quartile included almost half of borrowers with the two lowest tiers of auto-review scores (an indicator of 

credit-worthiness) and one third of borrowers in the lower half of Adjusted Gross Income—suggesting that this 

group may be “riskier” than the other quartiles of borrowers.  

In the lowest quartile of principal amount due, we found that more payments from the treatment group were made 

by the due date,15 and this difference persisted throughout the nine days after the due date. The treatment group 

had about a 4% higher payment rate on the due date, and the size of the difference peaks on the second day after the 

due date, with the treatment group having 6% higher instance of payment on the second day after the due date.  

 

                                                 

 
14 Other subgroups categories analyzed were payment method (ACH or non -ACH), Auto Review scores, income 

levels, education levels, and contact information on file (email address and/or cell phone numbers). The results from 

these subgroup analyses were not consistent and require further analysis. 
15 In Quartile 2, a lower proportion of payments was made on time by the treatment group. However, unlike with 

Quartile 1, this difference did not persist, as it quickly disappeared within two days from the due date. 
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                                                    19 

 

Among borrowers in the first quartile, 84% were never charged an NSF fee. Between the treatment and control 

groups in the first quartile, we observed a statistically significant difference in the average number of NSF fees 

charged for borrowers who were charged at least one NSF fee. We should be wary of this result as the sample size is 

quite small. 16  The average number of NSF fees charged to treatment group borrowers was 34% smaller than the 

control group—a greater difference between treatment and control than in the overall sample.17 

 

 
 

In the first quartile, 70% of the borrowers were never charged a late fee. We observe a statistically significant 

difference in the average number of late fees charged for borrowers who were charged at least one late fee. 

However, again, we should be wary of this result as the sample size is quite small.18 In the first quartile, the average 

number of late fees charged per borrower in the treatment group was 32% lower than the control group, and this 

difference was statistically significant (0.913 in control vs. 0.624 in treatment; p<0.05). This strengthens the evidence 

that we may have had a significant impact on this subgroup. 

 

In the first quartile, a borrower in the control group averaged 2.4 interactions during the testing period, while a 

borrower in the treatment group averaged of 2.2 interactions (not statistically significant). The treatment group had 

a lower percentage of borrowers who had at least one Asset Protection Activity during the testing period, but this 

difference was not statistically significant (37% for the control group vs. 40% for the treatment group). 

                                                 

 
16 We had a sample size of 188 borrowers, consisting of 86 borrowers in the treatment group and 102 in the control 

group. 
17 Specifically, we saw an average number of NSF fees per borrower of 0.300 in control vs. 0.197 in treatment 

(p=0.10). 
18 Here we had a sample size of 336 borrowers, consisting of 162 borrowers in the treatment group and 174 in the 

control group. 
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At Accion, we suspected that many borrowers were missing loan payments for a simple reason—some people were 

forgetting to take the right step at the right time. This suggested a simple (and low cost) solution: reminders. We 

worked with Accion to implement a reminder system and redesigned their communications in order to encourage 

action. Our efforts yielded results. While there were not significant findings in all of our metrics, we observed a 

decrease in NSF fees and an increase in on-time payments among the borrowers with the smallest payments.  

 

Early engagement with borrowers through simple communications, including reminders, has the potential to help 

build good habits and encourage repayment. As organizations (including Accion) look to expand the range of 

borrowers they serve, they should also expand the range of communications they send.  
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Cleveland Housing Network (CHN) is the largest nonprofit, single-family affordable housing developer in the 

United States. CHN builds vibrant neighborhoods and strong families through healthy affordable housing. The 

organization also offers extensive programs and services to help low- and moderate-income families build assets, 

reduce housing expenses and improve their personal financial situations. 

 

 
 

The original problem statement provided by CHN was as follows:  

 

The majority of residents come to CHN’s office to pay rent. This inconvenience causes late/missed payments, potential 

court costs and evictions, and missed opportunities for purchasing their homes. We hope to remove the barriers that 

cause clients to choose the in-person method rather than online. We believe there could be numerous barriers, [such as 

poor marketing, not enough proactive interaction, no access to high-speed internet computers, cumbersome or 

unintuitive systems, and not having or fearing to use bank accounts].  

 

The initial problem statement made several presumptions that could limit the possibilities for diagnosis and design. 

First, the statement assumed that poor marketing, inconveniences, and lack of access to technology or suitable 

accounts were the major contributing factors to low payment rates, and that online payment was the solution. 

Second, it presumed that if more people signed up to pay rent online, they would be more likely to pay their rent on 

time. This second presumption is hidden, meaning it is implied rather than directly stated. 

 

To refine the problem statement so that it was clear of presumptions and reflected the core organizational problem, 

we talked to CHN management to clarify whether signing people up for online payment was the ultimate goal. 

Management indicated that on-time rent payment was the goal, and that online payment was viewed merely as a 

means to reach that ultimate goal.  

 

We then checked the second assumption by looking for evidence to better understand the nature of the problem. 

We asked for payment data in January 2013 (the preceding month) to compare the percentage of on -time payments 

among those residents who used the most common payment mechanisms. The data showed that 12% of residents 

who paid in-person paid on time, compared to 9% of those that paid by mail and 10% of residents that paid online.  
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These data on payment, though limited, suggest that the problem was broader than its original formulation 

suggests. The January payment data reveals that residents who use online payments are no more likely to pay rent 

on time compared to those who use other methods such as mail. Additionally, a substantial number of people who 

paid online continued to pay rent late. This led us to believe that while online payment may be one way to limit late 

payment, there may be factors other than choice of payment method that prevent residents from paying rent on 

time.  

 

The revised problem statement eliminated the original presumptions and presented the team with a different 

target for change: rather than focusing only on online payments, we were now attempting to encourage 

residents to pay their rent on time through any payment method available. 

 
The problem we ultimately addressed with CHN was: 

 

Despite multiple payment options, clients in the Lease Purchase Program fail to pay their rent on time, resulting 

in fees, potential eviction and missed opportunities for purchasing their homes. 

 

 

 
In conducting our behavioral diagnosis with CHN, the BETA Project Team identified five potential behavioral 

barriers (“bottlenecks”) that were likely preventing Lease Purchase Program residents from paying their rent on  

time.  

CHN residents and staff often listed prioritization of bills or other 

expenses over rent as being a reason why residents do not pay rent on 

time. Respondents who have made this choice in the past say that during 

a crisis, they have to pay bills in the order of the immediate severity of the 

consequences (i.e., pay electricity bill when about to get service cut off).  

 

A key finding of behavioral economics is that our mental capacities are 

limited.1919One of our limited capacities is attention. We can only attend to 

so many things at a time, despite the heavy demands the world places on 

                                                 

 
19 Mani, A., Mullainathan, S., Shafir, E., & Zhao, J. (2013). “Poverty impedes cognitive function.” Science, 341, 976-

980. 
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us. Rather than pay attention to the world at large, we often focus our attention on our local environment, or our 

most immediate needs.  

 

Research on how people make bill payment decisions finds that people, especially those who are experiencing 

financial instability, may pay bills in a way that costs them more money over time or puts them at greater risk for 

additional instability (such as a loss of shelter). In many ways, financial instability is a cognitive burden. Managing 

your finances is an easy task if your income is large, but can become overwhelming if your income barely covers 

expenses.  

 

People may focus their attention on one bill at a time, or they may focus on the most immediate bill, or they may 

focus on paying off the most number of bills, rather than trying to manage strategies for their budget as a whole or 

focusing on the most important bills (e.g., shelter or car to get to work). While we cannot remove the other mental 

burdens of poverty, we can design processes to be as simple as possible to make it easier for residents to prioritize 

rent payment. 

 

While the rent to CHN is due on the first of the month, many residents choose to pay it on the tenth, the day before 

a late payment is applied. In many respects, this is a good decision – if there are no negative consequences to paying 

a few days late, why not use the grace period preceding a fine?  

 

However, many residents develop a flawed 

understanding of the rent payment process. Rather 

than thinking of the rent as due on the first, with a 10-

day grace period, they think of it as simply due on the 

tenth. This was apparent in our conversations with 

clients who verbally referred to the rent as being due 

to the tenth, and was reinforced by the staff. In fact, the 

property managers made a special note of this 

phenomenon in our conversations with them. 

Behavioral economics refers to this process of 

changing a reference point as anchoring.20 

 

Thinking that the rent is due date is on the tenth rather than the first can have negative consequences for residents. 

First, residents have less capacity to respond to external shocks. A resident who has an unexpected loss of income 

(such as missing a shift due to illness) or sudden expense (such as a medical bill) will have less capacity to adapt 

their finances in response. However, had they intended to pay the rent on the first, they may have had enough time 

to pull together the money for rent. 

                                                 

 
20 Kahneman, D., Slovic, P., & Tversky, A. (Eds.) (1982). Judgment Under Uncertainty: Heuristics and Biases . 

Cambridge, UK: Cambridge University Press. 
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Second, residents lose the buffer they need to cope with mistakes they make. For example, take a resident  who is 

paid on the eleventh of the month. On the tenth, they will report that they have not received their wages and do not 

have sufficient funds to pay their rent. As such, they must delay payment and accept the late fee. However, if they 

are always paid on the eleventh, they may also have been paid on the twenty-eighth, three days before the actual 

date the rent was due. If they planned to pay the rent on the first, they could have compensated for any error in 

judgment. A solution could help make the grace period effective by resetting residents’ anchor point to the first of 

the month. 

 

Many CHN residents we talked to thought of the late fee as a minor cost. They accepted that they had paid the fine 

on multiple occasions, but did not think that it contributed a substantial financial burden  over the rent payment 

due. For someone paying the median rent ($500), the additional fee does not seem like much. The difference 

between paying $500 and $525 seems trivial—even though it adds up over the cost of the year.  

 

This is a cognitive error often exploited by car salesmen, who will 

offer small additions right before the sale—why not pay a just a 

tiny bit more to get heated seats? The price is trivial, compared to 

the price of the entire car. However, these prices can add up in a 

way that people have difficulty conceptualizing. If the price of 

heated seats (usually around $2,500) was presented out of 

context, we would find it much harder to justify the purchase. 

Similarly, we would not be upset about a $25 late fee attached for 

late payment of rent, even though we would find the same fee 

outrageous on a $75 telephone bill. 

 

Because the fine “seems” to be low, it lacks power as a disincentive. But fines have another drawback—they change 

the nature of the transaction.21 Internal motivation (to be a good resident) is replaced by external motivation (to 

avoid the fine). These motivational systems effectively run on different tracks. Once someone conceptualizes a 

decision as a cost-benefit analysis, any internal motivations become irrelevant. A resident who takes care of their 

property and pays their rent late will likely think of themselves as a “good” resident—they waited a few days to 

pay their rent, and duly paid the “cost” of their tardiness. However, if there were no fee, it’s possible that they 

would have paid it on time; they don’t want to pay late and compromise their identity as a “good” resident.  

 

Potential design solutions could increase residents’ response to the late fee by divorcing the presentation of the rent 

and fee payment, so residents do not make the comparison. Alternatively, design solutions could seek to create 

feelings of obligation for residents. For example, providing residents with small gifts could re-establish a personal 

relationship. As a consequence, residents may feel more obliged to pay rent on time. 

 

                                                 

 
21 Gneezy, U., & Rustichini, A. (2000). “A Fine Is a Price.” American Journal of Legal Studies, 29, 1-17. 
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While CHN staff generally believes that rent should be the highest priority bill for residents, residents often 

disagree. Some prioritize other bills, such as car repairs, or prioritize bills by level of immediate consequences. 

 

From a behavioral perspective, the resident has a choice: should they pay to repair the car immediately (and miss 

their rent payment) or take the bus for few weeks? 

 

In some respects, this constitutes an emergency that 

justifies spending the rent money, an unexpected shock 

to their finances. In other respects it does not, and they 

should prioritize their rent, even if it is inconvenient for 

several weeks. Their decision will ultimately depend on 

how they value the consequences. How much do they 

value a shorter commute versus fulfilling their 

responsibilities as a renter, and moving on the path to 

homeownership? 

 

Potential design solutions could attempt to convince 

residents that rent payment needs to be a priority. One 

method to do this is through direct communications. 

Additionally, there are opportunities to create small 

changes to the context in which residents make decisions 

that change how they evaluate their decision.22 

 

CHN staff told us that they had informed residents of the option of online payment through multiple avenues: in -

person, on the website, in the handbook and in the newsletter. However, several residents claimed that they were 

not aware of the option and, had they been made aware, would be using it.  

 

It is likely that these residents heard or read about the option to pay online in the past. However, the information is 

not communicated to them in a way that encourages them to take action. They could have read about the option, 

formed an intention to sign up for online payment, but did not follow through. Perhaps they were busy, or simply 

didn’t have access to a computer at that point in time. Because the option was not communicated to them at a 

moment where they could take immediate action, they eventually forgot about the option altogether. 

 

Potential design solutions could inform residents about the online payment option in a vivid and salient manner. 

Additionally, design solutions should place the communications in a context where residents could register 

immediately.  

 

                                                 

 
22 Tversky, A., & Simonson, I. (1993). “Context-dependent preferences.” Management Science, 39, 1179-1189. 
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The road to eviction is long and winding. From the perspective of the resident, many of the steps in the process may 

be unclear. Furthermore, progress on many of the steps on the path toward eviction proceedings are based on 

subjective calls that can be made by the property manager, eviction counselor or other CHN staff. 

 

This has two ramifications. First, it opens the potential for “strategic” interactions between the resident and CHN. 

The resident may try and hold out on paying the rent, knowing that it will take a long time to go through the 

eviction process. The resident can also attempt to demonstrate financial hardship, in which case it is possible for 

them to get assistance with payment. We do not focus on this, because it is largely outside the focus of the BETA 

Project. The potential for “gaming” the system involves weighing the costs and benefits of such a choice, and 

making the conscious decision not to pay. This may well be the case for some residents, but it does not explain the 

whole picture. 

 

There is another likely reason that is behavioral in nature: residents have a biased estimate of the likelihood of 

eviction. Residents share information socially, including information about the eviction process. However, by 

definition, those who have avoided being evicted will still be in the CHN system, while those who have been 

evicted will have left. This leads to a selection bias—anyone a resident meets through CHN has not been evicted, by 

definition. A resident who asks their network about the process will find that most residents who have been  

threatened with eviction have overcome it. 

 

This couples with the behavioral tendency towards 

overconfidence.2323People often assume that the worst case scenario 

will not happen to them and often fail to plan for adverse events. 

When problems strike, we are not prepared for them. Potential 

design solutions could reduce the complexity of the eviction 

process, or communicate with residents in a way that de-biases 

them from their current beliefs. 

 

 

 
 

With our behavioral diagnosis in mind, the BETA Project team worked with key CHN staff to brainstorm ideas for 

solutions and make decisions on which design concepts to move forward with and how to execute the selected 

                                                 

 
23 McCormick, I. A., Walkey, F. H., & Green , D. E. (1986).”Comparative perceptions of driver ability - a confirmation 

and expansion.” Accident Analysis & Prevention, 18, 205-208. 
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designs. Decisions were based on discussions with various stakeholders related to the Lease Purchase program 

including staff from various departments, property managers, residents and management. The main considerations 

at play when making decisions on what to test were whether or not the design concept was feasible given the BETA 

Project timeframe and CHN’s staff capacity, and the potential negative risk of unintended consequences for 

residents if a design concept was executed. The following solutions were implemented and tested at CHN. 

 

At the end of March, residents in the test groups received a letter from CHN announcing a new raffle program, Play 

for Your Purse, Pay by the 1st.24 Residents that paid rent 

by the first of the month were automatically entered 

into a drawing for one of two $100 cash prizes each 

month. Additionally, each time a resident paid on time, 

they were entered into a grand prize drawing held in 

July for free rent in August.  
 

In the months following the initial raffle announcement 

letter, residents received reminder mailings 

approximately five days before the first of the month. 

The content in the reminders reinforced the desired 

behavior of paying by the first and highlighted the 

raffle prizes. The May reminder was a refrigerator magnet that served as a more “permanent” reminder that could 

be placed in a visible location. In June, a postcard with the same graphic as the postcard on the front and a quote 

from one of the raffle winners was sent out. The final reminder was sent in July as a postcard with a modified 

graphic that announced the grand prize drawing.  

 

The BETA Project team designed waivers (with feedback and 

approval from CHN) that were distributed to residents by mail. 

Residents received a letter introducing the waiver program and 

communications reminding them of the solution.25 While residents 

were encouraged to turn in the physical waiver in order to avoid 

late fees, an additional field was added to CHN’s data systems to 

allow staff to track whether a waiver had been used. This made 

                                                 

 
24 See Appendix 6. 
25 Of note, all Lease Purchase Program residents were eligible for the waiver, but for the BETA experiment, we only 

sent mailings and communications about the waiver to residents in the treatment group. The BETA Project team 

worked with CHN to develop a strategy for fielding resident questions about the waiver.  
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“cheating” the waiver system (for example, by creating photocopies) impossible. Additionally, it allowed the 

control group to participate in the program if they become aware of it.  

We viewed this solution as the most “high risk/high return” of our suggestions. Incorporating the concept of 

scarcity has been a powerful solution in many contexts.26 However, we recognized that the waiver could 

inadvertently activate the concept of “plenty” if residents interpret the waiver as being an additional waiver, on top 

of CHN’s regular waiver issues. As such, the details of the precise language used to introduce the waiver  were 

carefully considered.  

 

 

 
 

To evaluate the effectiveness of the designed solutions, the BETA Project team worked with CHN staff to conduct a 

randomized controlled trial (RCT), in which we randomly assign borrowers into groups: (1) the control group that 

does not experience the solutions, and (2) the treatment group(s) that experiences the solutions.  The control group 

of 611 residents did not receive any information on either the monthly raffle or waiver . The first treatment group of 

425 residents only received information about the monthly raffles (raffle only group). The second treatment group 

of 431 residents was assigned to receive information about the monthly raffles and the late fee waiver (raffle and 

waiver group). 

 
 

We did not conduct a test of the waiver on its own. Our diagnosis suggested that the waiver could have two 

potential effects on rent payment: it could cause CHN residents to re-evaluate their choice of when to pay their rent, 

or it could reduce the disincentive to pay on time. We mitigated this in how the waiver was designed and 

communicated to residents, but we also decided to test the waiver on a small sample of resident who were also 

receiving the raffle (raffle and waiver group). Isolating the communications about the waiver to the second 

                                                 

 
26 Cialdini, R. B. (2006). Influence: The psychology of persuasion. New York: HarperBusiness. 
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treatment group allowed the BETA Project team to look at whether or not the waiver would have a negative effect 

when rolled out alongside the raffle.27 

 

While only residents in the test groups received the communications about the raffle and the waiver (if applicable), 

all residents that paid on time were entered into the raffle and were eligible for a waiver to maintain fairness across 

all Lease Purchase Program residents. Residents from the control group simply were not alerted of either solution. If 

a resident from the control group was selected in one of the raffles, they were discreetly notified of their win. 

Similarly, if a resident from the control group asked about the waiver, they were discreetly issued a copy.  

 

In our evaluation, we found a large overall effect for the raffle and reminders, which effectively doubled on-time 

rent payment. While the effects of the raffle attenuated over the course of the month, we still observed a small effect 

at month’s end. The effect was particularly strong on individuals whose primary source of income was 

Supplemental Security Income (SSI). The group who received the raffle and the waiver saw an increase in on -time 

payment, but no long-term increases over the control group. 

 

Overall, the raffle treatment increased the likelihood that an individual 

who had not paid would pay on a given day by 9% (p<0.05). Zooming in 

on individual dates, we saw that this effect was especially strong at the 

beginning of the month. Only 8% of the control group had paid their rent 

by the third of the month, while 15% of the raffle group had, a difference 

of 6% (p<0.01). However, this difference attenuated over the course of the 

month. By the thirteenth, 71% of the control had paid, compared to 73% 

of the treatment group—a statistically insignificant difference. The effect 

was stronger at the end of the month, as 83% of the control group had 

paid their rent by the twenty-third, compared to 86% of the treatment 

group (p<0.05).29 

 

We also looked at which groups seemed to be most affected by the raffle 

treatment. During the design phase, we had been concerned that 

residents on fixed incomes, such as those whose primary income source 

                                                 

 
27 Fifty-eight individuals were later excluded from the waiver treatment due to property manager concerns. These 

individuals had paid their rent late frequently in the past, and CHN believed that leniency on a late fee could lead 

to the resumption of late payments. However, we still count these individuals as part of the “raffle and waiver 
treatment” for the purpose of our “Intent to Treat” analysis. See Angrist, J. D. & Pischke, J. S. (2008). Mostly harmless 

econometrics: An empiricist's companion. Princeton, NJ: Princeton University Press. 
28 We discuss data sources and analytic methods in Appendix 7. 
29 These results are reported with data from all months combined.  
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was Social Security, would have difficulty restructuring their finances in order to be eligible for the raffle. 

Surprisingly, we found the exact opposite. This group saw the largest shift in rent payment —and was the driver of 

the long-term effects we observed. For a group with a fixed income, the prospect of an additional $100 may be more 

enticing. 

When we compared individuals who received both the raffle and the waiver to the control group, we observed a 

short term increase in rent payment, but no long term effects. Rent payment by the third increased from 8% to 13% 

(p<0.01). However, there was no significant long-term effect. By the thirteenth, rent payment decreased from 71% to 

69%, and by the twenty-third it was the same at 83% in both groups. 

 

When we compared the raffle and waiver group to the individuals who received the raffle alone, we saw that 

individuals who received both the raffle and the waiver were 6% marginally less likely to pay their rent on time 

than those who had received the raffle alone (p<0.10). When we zoomed in to individual dates, we continued to see 

a decrease. On the third, 13% of the waiver group had paid their rent, compared to 15% of the group who received 

the raffle alone; however, the effect was not significant. By the thirteenth 

day of the month, 69% of the waiver group had paid their rent, while 

73% of the raffle-only group had (p<0.05). Similarly, the waiver group 

declined from 86% to 83% (p<0.05). 

 

We observed a decrease in rent payment in the waiver and raffle group 

when compared to the raffle only group, but no change when compared 

to the control group. This means that having the waiver and the raffle 

did not necessarily lead to worse effects than the status quo, but it 

doesn’t do as well as when the raffle is administered alone. It’s possible 

that the waiver alone would have had a negative effect when compared 

to the control group. However, it is also possible that it would have had a 

positive or neutral effect, but that there was a negative interaction effect 

between the waiver and raffle. For example, the waiver announcement 

may have diverted attention from the raffle announcement, negating its 

effect. The experiment design did not allow us to distinguish between 

main effects of the waiver and interaction effects between the raffle and 

the waiver. 

 

At Cleveland Housing Network, we noticed that many staff and residents described the rent as “due on the tenth.” 

In fact, it was due on the first, but had a generous 10-day grace period. While the grace period was intended to give 

CHN’s resident slack in order to manage their often -complex finances, it actually had an unexpected effect of 

making the time to take action more obscure. While CHN residents intended to pay their rent, they often  delayed it 

to the last minute (as many people do when facing a deadline!).  
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We used a raffle to encourage on-time payment. The fact that it worked is not surprising. However, we think that 

the mechanism behind the raffle is more interesting than it appears. It was not (just) that people had an incentive to 

pay on time: the raffle drew people’s attention. People who normally procrastinated paid on time. People who 

normally only tried to pay on the tenth felt guilty for paying late. The concept of when you should pay changed 

substantially. 

 

We often talk about “paying attention”; this project demonstrated that you can buy it. Incentives are not just about 

costs and benefits—they are about what we pay attention to when our minds are strained under many demands. 

This is exciting because it shows how we can change behavior using incentives, even when the incentives are 

trivially small. 
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Neighborhood Trust empowers low-income individuals to achieve their financial goals. By connecting them to 

affordable and transparent financial products and helping them adhere to a long-term financial plan, clients are able 

to reduce debt and build assets, increasing their long-term financial security. Neighborhood Trust’s Getting Ahead 

Program provides a comprehensive financial services model that integrates a community development credit union 

with an intensive financial advising and education program embedded within community organizations. 

 

 

 
 

The original problem statement provided by Neighborhood Trust was: 

 

25% [of financial education clients] are “unbanked but bankable,” meaning that they do not have a bank or credit 

union account and also do not have any judgments that could lead to garnishment of any savings accumulated in these 

accounts. Within three months of receiving services, roughly 20% of this “unbanked but bankable” cohort will have 

opened accounts with formal financial institutions, largely low-cost or free accounts through our credit union partners. 

Unfortunately, however, only 40% of these account-openers actively use their accounts. Most of these new accounts sit 

dormant while their owners continue to use fringe financial services—check cashing outlets, money orders and payday 

loans. 

 

The original problem statement focused on two specific, measurable outcomes for financial education clients: credit 

union account use and use of fringe financial services. We realized that this statement of the problem assumed that 

credit union accounts are perfect substitutes for fringe financial services after initial discussions with Neighborhood 

Trust (i.e., increasing account use would correspond to a decrease in use of fringe financial services). This is a faulty 

assumption, as many households in the US use both formal deposit accounts at banks or credit union s alongside 

fringe financial services.30 Refining our problem statement, we decided to focus purely on client account use 

without any assumption that this will necessarily lead to reduced use of expensive fringe financial services. 

 

We also believed that limiting our solution solely to “unbanked but bankable” clients would unnecessarily restrict 

our sample size and prevent other client segments from potentially benefitting from a solution. As such, we 

                                                 

 
30 Federal Deposit Insurance Corporation (2012). "2011 FDIC National Survey of Unbanked and Underbanked 

Households". http://www.fdic.gov/householdsurvey/2012_unbankedreport.pdf. 

 

http://www.fdic.gov/householdsurvey/2012_unbankedreport.pdf
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explored barriers to account use for all clients who participate in the Getting Ahead financial education course and 

open an account. 

 

With these two factors in mind, the refined statement focuses purely on client account use, without any assumption 

that this will necessarily lead to reduced use of fringe financial services, and includes the full client population.  

The organizational problem we finally addressed with Neighborhood Trust was:  
 

Low-income individuals sign up for accounts with affiliated credit unions during Neighborhood Trust’s financial 

education course, but do not fully utilize them. 

 

 

 
 

In conducting our behavioral diagnosis with Neighborhood Trust, the BETA Project Team identified four potential 

behavioral barriers (“bottlenecks”) that could prevent Getting Ahead participants from utilizing their accounts.  

 

Client interviews conducted during our site visit suggested that some clients never visit the credit union or use their 

account after opening. One of these clients reported that she knows where her Financial Action Plan is, and 

frequently shows it to others to tell them about the course, but has never used the plan or her account. 

  

Taking an action for the first time requires effort, in part because of two key psychologies. Status quo bias refers to 

our tendency to prefer the current state to a potential change,  and to overweigh the potential losses or costs 

associated with such a change. Hassle factors are small, seemingly insignificant barriers that impede action. For 

example, removing a requirement to notarize a form before submission could significantly improve the rate of form 

submissions. 

 

Neighborhood Trust already structured the account opening process to eliminate as many hassle factors as possible 

and overcome status quo bias: account applications are included in the course curriculum, there are recurrin g and 

predictable opportunities for clients to gather necessary documents and meet with the Advisor to open an account 

(either during a 1-on-1 session or after each class session), and the Advisor can provide assistance for the client 

when filling out and submitting the form. The account opening action can be fully completed within the five-week 

period of the course with minimal time or action outside the course.  

 

However, when it comes to using the account, no concrete prompts to begin using the account occurs within the 

five-week course period, and many hassle factors remain as a barrier to action (see “Bottleneck 2” for examples). 
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The existence of hassle factors may cause a client to procrastinate and put off tasks related to using a new account in 

favor of more familiar options. 

 

Providing information alone is often not sufficient to facilitate action. A study of low- to moderate-income families 

completing the FAFSA (the Free Application for Federal Student Aid) found that providing assistance with filling 

out and submitting the form significantly impacted submission and enrollment rates, while providing only 

information without assistance had no significant effect.31 This suggests that clients may need more than just 

information to start using an account. The steps taken to facilitate account opening (removing hassle factors, 

completing the action during the course) should be carried through to the other steps of behavior change and 

actually guide clients into active account usage. 

 

The convenience of account access appears to be an important factor for clients, and was the chief reason cited 

during client interviews for using check cashers. A Neighborhood Trust study indicated significant correlation 

between account dormancy and distance from branch. Some workforce development clients systematically move to 

a different area after they graduate from the program, but their accounts are typically housed at a credit union 

which has only two ATMs that accept deposits.32  

 

Small barriers to accessing the account may be acting as hassle factors and discouraging clients from regular use of 

the account, even after clients have used the account for the first time.  A major hassle factor is the requirement that 

deposits only be made through the Neighborhood Trust branch or its on-site ATM, severely limiting deposit-

making abilities for clients without direct deposit. Aside from geography and timing issues, other hassle factors 

involve identifying and using alternative means of account access: clients may forget to bring their debit card for 

POS or ATM transactions; the CU24 network ATMs accessible by Neighborhood Trust clients off-site are difficult to 

identify because they are not branded with the Neighborhood Trust logo; online banking is only available in 

English, which makes it difficult for Spanish-speakers to utilize without a translator.  

 

Again, these hassle factors increase the likelihood of clients procrastinating and telling themselves that they will use 

the account “next time.” This suggests that geographic and operational barriers like these are not insurmountable. 

To reduce cognitive costs associated with account use, clients could engage in simple plan-making to map out 

precisely how and when they will visit the credit union, perhaps in conjunction with another activity to increase 

convenience. Simply practicing using online banking or visiting more convenient off-site ATMs could also 

demonstrate to clients that the associated financial costs may not be as severe as they perceive them to be, and 

encourage clients to use these alternative access points. 

                                                 

 
31 Bettinger, E., Long, B., Oreopoulos, P., & Sanbonmatsu, L. (2009). "The Role of Simplification and Information in 

College Decisions - Results from the H&R Block FAFSA Experiment". NBER Working Paper No. 15361, September 

2009, Revised June 2010. 
32 The two ATMs that accept deposits are located in the two branches of the credit union. Of note, the credit union 

does have a relatively extensive network of ATMs where clients can access cash without paying a fee, but these 

ATMs do not accept deposits. 
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Credit union accounts are “top of mind” for clients during the five weeks of the Getting Ahead course, when they 

are deciding whether to open the accounts, actually opening accounts, and focusing on the financial education 

curriculum. However, once clients graduate from the course, their attention will likely shift back to their daily lives, 

and the client’s intention to use the account (or even the existence of the account) may be forgotten.  

 

We all forget things from time to time—even very important things. We have a limited capacity for attention and 

often focus on what is most salient, or what stands out relative to the many details passing through our minds. 

Unfortunately, what stands out in our minds is not always the most important or beneficial detail on which we 

should focus. 

 

There is minimal systematic outreach to the client after the Getting Ahead course that could function as a reminder. 

Follow-up communication from Neighborhood Trust is conducted at the discretion of the Financial Advisor on a 

case-by-case basis and is limited by that Advisor’s capacity. Outreach efforts tend to focus on financial issues raised 

by the client during their 1-on-1 session—issues not likely to be account usage. The only systematic follow-up with 

clients is the mailing of the letter they wrote to themselves, three months after the course, at which point 

approximately one-third of client contact information has already become outdated. In this letter, clients often focus 

on their general financial situation and write messages of motivation, not necessarily including any specific 

reminders for action. From the credit union side, account statements could serve as reminders, but they are only 

sent out on a quarterly basis (unless delivered electronically). Client addresses could be outdated, or the client may 

never open their mail.  

 

As a result, clients may be forgetting or experiencing inattention. Sending clients a reminder to use their accounts 

could help address this. It would be important for this reminder to be both salient (would stand out in the client’s 

mind) and well-timed (received at a moment when the client is able to take action and actually facilitates that 

action). To increase salience, reminders could specifically address financial goals or actions the client had previously 

selected. This reminder could take the form of text messages, emails or phone calls, or could be incorporated into 

existing materials like account statements. There are also operational changes that could be made to ensure that 

outreach was more effective, such as following up with clients more quickly after the course ends to maintain up-to-

date contact information. 

 

The Getting Ahead curriculum emphasizes the importance of "having" an account early on in the course. Clients 

may feel that they have accomplished an important component of the course simply by opening the account. 

Incorporating the account opening process into the course and 1-on-1 session—almost as a default component—

may not be effective if clients lack an intention to use the account. 
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Clients could also be opening accounts to access other products and services. Anecdotally, managers at NTFCU and 

Brooklyn Coop report that many clients open savings accounts so that they can qualify as a member and thereby 

adopt other products, such as the Super Saver CD (a high interest savings CD) or credit builder loans. Even the 

name of the “Gateway Banking Package” (the basic checking and savings account bundle) suggests that these 

accounts serve as a door to somewhere else. In this case, the account serves as a means to an end, and the perceived 

benefits are not contingent upon account use. 

 

Finally, the visible opening of accounts after the course sessions may influence clients to open an account, but not 

necessarily to use it. Peer pressure is a well-understood influence on human behavior, as many of us have felt the 

urge to conform or avoid standing out from the crowd. However, people can also interpret others’ actions as an 

indication of what constitutes acceptable or desirable behavior. If someone’s decision or action is influenced by 

what others are doing, social norms may be at play. 

 

Social norms can be especially effective when the action itself is visible. Although account opening conducted 

during a 1-on-1 session between a client and a Financial Advisor is less visible, clients may see other class 

participants filling out forms, bringing documents to class or meeting with the Financial Advisor after class to open 

accounts. In a short-term pilot where an external party came in to open accounts during the actual class session in 

full view, Neighborhood Trust saw a significant increase in accounts opened, suggesting that social norms could be 

powerful here. 
 

This suggests that clients may not have an explicit intention to use the account coming into the course. However, 

this does not mean that the intention cannot be formed. Active use of the account during the course may 

demonstrate value for clients in a way that simply providing information or listing benefits could not. While the 

effect of social norms among course participants is likely to fade after clients exit the group setting, social norms 

could still be useful if incorporated into communications with clients following the course. 

 

 

 
 

With our behavioral diagnosis in mind, the BETA Project team worked with 

key Neighborhood Trust staff to brainstorm ideas for solutions and make 

decisions on which design concepts to move forward with and how to 

execute the selected designs. Decisions were based on discussions with 

various stakeholders related to the Getting Ahead class including staff from 

various departments, clients and management. The main considerations at 

play when making decisions on what to test were whether or not the design 

concept was feasible given the BETA Project timeframe, logistical limitations 
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of pop-up classrooms at various sites, and fit with the existing Getting Ahead curriculum and available class time.  

The following solutions were implemented and tested at Neighborhood Trust.  

 

The BETA Project team created plan-making activities that 

corresponded with each class. The primary purpose of the 

activities were to facilitate usage of accounts during the 

Getting Ahead program (e.g., open a Gateway account, make 

a savings deposit, visit a NTFCU branch), but also to ensure 

the fit of the activities with the existing curriculum and 

diverse client base. As a result, some activities that were not 

related to account usage (e.g., reduce spending, refinance or 

renegotiate my debt, create your own plan) were also created. 

Because clients could have accounts from a variety of places, 

the plan-making activities were created so that they could be 

used by clients at any financial institution.  

 

To further integrate the plan-making activities into 

Neighborhood Trust’s program, parts of the Getting Ahead 

curriculum were modified so that there was a more seamless 

fit. Additionally, Financial Advisors that facilitated the plan-

making activities received a plan-making index that outlines 

the corresponding activities with each class, a guide to the 

design concepts and in-person training.  

 

The plan-making activities for each class were provided for 

the Financial Advisor prior to the respective class. Clients 

were told that the plan-making activities were a part of the 

Getting Ahead program in the first class, and each class spent approximately 15-30 minutes on the plan-making 

activities. Students were encouraged to select a plan-making activity in each class and asked to report back on their 

progress in the subsequent class. 

 

A detachable pouch was included in the program binder so that clients could 

take plans with them on the go. Clients were encouraged to take the plans they 

were executing, put them in the pouch and carry it around with them. The 

pouch also had the side benefits of being seen as an extra gift, potentially 

inducing good will 

with clients.  
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In addition to in-class activities, materials that facilitated account opening and usage were also created. We created 

an account information card for those that opening Gateway Banking accounts at NTFCU or Brooklyn Coop in 

order to easily store account information and provide maps and hours for the branches. We also worked with credit 

union representatives to customize direct deposit forms for Getting Ahead clients and create an automatic transfers 

form for NTFCU so that their clients could set up automated savings. These materials were mostly used by 

Financial Advisors during their one-on-one sessions with clients.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

To evaluate the effectiveness of the designed solutions, the BETA Project team worked with Neighborhood Trust to 

divide Financial Advisors teaching the Getting Ahead workshops between April and July 2013 into the treatment 

group and the comparison group so that some clients experienced the solution and others did not.  

 

Comparison Group 

 (200 clients; 

7 advisors; 

24 workshops) 

Treatment Group 

(163 clients; 

4 advisors; 

14 workshops) 
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Comparison Group -  

Offered NTFCU 
Accounts  

(103 clients;  

5 Advisors;  

16 workshops) 

Treatment Group -  

Offered NTFCU 
Accounts 

(62 clients; 

2 Advisors; 

6 workshops) 

In total, 363 clients completed the Getting Ahead course between April 1, 2013, and July 31, 2013. Since the plan-

making and pouch components of our solution were conducted at the class level in a group setting, randomizing at 

the individual client level was infeasible. We considered randomizing at the Financial Advisor level, but the small 

number of Advisors and clients meant that our statistical power was severely limited in this case.  

 

We opted instead to systematically assign Advisors to treatment and comparison groups based on Advisor and site 

characteristics. While we lose the statistical rigor of randomization, this approach gives us more balanced treatment 

and comparison groups with a defined set of characteristics that we can incorporate into our analysis. This 

assignment of Advisors resulted in 200 clients (consisting of 24 workshops taught by 7 Advisors) being assigned to 

the comparison group and 163 clients (consisting of 14 workshops taught by 4 Advisors) being assigned to the 

treatment group. 

 

Our data collection was further limited by the departure of one of Neighborhood Trust’s key employees. As a result 

of this departure, we were able to collect account transaction data only for clients who opened accounts at 

Neighborhood Trust Federal Credit Union (NTFCU), and not for any clients who opened accounts at partner credit 

unions. 

 

 

 

 

 

 

 

 

 

To assess the impact of the solution, we collected and compared data on account opening and usage across the 

treatment and comparison groups, collected client feedback on the solutions via a survey and interviewed two 

Financial Advisors. While we have interesting results to share, it’s important to note that the results of the analysis 

for Neighborhood Trust are inconclusive due to a very limited sample size and the inability to conduct a 

randomized controlled trial.  

The evaluation results suggest that the plan-making activities and pouch show promise as useful tools in 

Neighborhood Trust’s Getting Ahead Program. Client survey and Advisor feedback on the usefulness of the 

activities is mostly positive. Additionally, a direct comparison across the treatment and control groups show that 

clients in classes with the solution may be opening and using NTFCU accounts more than the comparison group, 

though our analysis is inconclusive due to the non-random assignment of workshops to treatment and control 

groups.33  

 

                                                 

 
33 The BETA Project Team cannot be certain that differences between the treatment and control group are due to the 

solution and not due to other differences between the two groups.  
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In general, clients and Advisors say they like the plan-making activities and pouch. Advisors recommend 

continuing the solution with modifications.  

The supplementary survey given to Getting Ahead clients in the 

treatment group at the conclusion of the course34 produced 

positive qualitative responses regarding the solution, especially 

the plan-making activities. Of the 81 clients who responded to the 

survey, 92% completed a Planned Action during the course. When 

asked to rate the usefulness of the Action Plans on a 5 point scale, 

99% of respondents 

ranked them as a 

“3” or higher, 83% 

ranked them as “4” 

or higher and 53% 

ranked them as a 

“5”.  

 

Client feedback on the pouches was more mixed: 80% of respondents 

used the pouch which accompanied the plans, and 54% ranked its 

usefulness at “3” or higher. 

In addition to collecting feedback from clients, we conducted interviews with  two of the Advisors assigned to the 

treatment group to solicit their feedback on the solutions.35 First, both Advisors expressed uniformly positive 

opinions on the account information cards. One Advisor wondered aloud, “How did we not have something like 

this before?” 

 

Advisor experience with the plan-making activities, however, seemed to vary by site. An Advisor working with  

residential workforce development organizations (for homeless or formerly incarcerated men) reported that 

creating plans consumed at least 30 minutes of class time, and that he needed to actively guide clients through the 

process. In addition, certain plans were less relevant for these clients, due to the structure of the residents’ payroll 

card system and the high proportion of clients facing garnishment issues. An Advisor at a different site, in contrast, 

reported needing only 7-10 minutes of class time for her clients to create their plans. This is likely due to stark 

differences in client populations among the sites, particularly in their levels of financial sophistication. 

 

                                                 

 
34 See Appendix 12. 
35 The other two Advisors assigned to the treatment group were unavailable for interview. 
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With respect to the pouch, Advisors felt that clients generally liked the pouch and that it could be a useful tool for 

clients to gather information at home (such as for account opening). Some clients reportedly view the pouch as a 

“gift” given out during the course. It may be worth emphasizing in Advisor training that clients should be 

prompted to take the pouch home and use it, not just leave it in the binder  or use it for pens/pencils. One Advisor 

described the pouch as "low burden and medium reward,” meaning that the pouches are relatively low cost and 

provide moderate benefits to clients. 

 

Overall, both Advisors advocated continuing to use the solution materials, with some customization needed to 

reflect differences in client populations. Without knowing the results of the evaluation, and based solely on their 

classroom experience, both Advisors speculated that the plan-making activities did result in higher rates of account 

opening. 

Keeping the sample size and evaluation design limitations in mind, we found some key differences in outcomes 

between treatment and comparison groups. The treatment group exhibited higher rates of account opening and 

account use than the comparison group, among those clients 

who were offered an account at NTFCU. Specifically, 33 

clients in the treatment group who were offered an account at 

NTFCU opened an account (representing 53% of the total 

treatment group clients who were offered accounts at 

NTFCU), compared to 20 clients in the comparison group 

who were offered accounts at NTFCU (representing 19% of 

the comparison group who were offered accounts at NTFCU; 
p<0.001).  

 
The higher rate of account opening in the treatment group 

was also reflected in a course evaluation survey where clients 

were asked whether they opened an account at any of 

Neighborhood Trust’s partner credit unions that offer the 

Gateway Banking Package (not just NTFCU).  

For clients who were offered an account at NTFCU, clients in 

the treatment group were more likely to complete multiple 

transactions (two or more transactions) in that account than 

comparison group clients during the testing period (April 9, 

2013 – July 31, 2013). That is, 32 clients in the treatment group 

who opened an account at NTFCU had multiple transactions in 

that account (representing 52% of treatment group clients who 

were offered an account at NTFCU), while only 15 clients in the 

comparison group who we were offered an account at NTFCU 

had multiple transactions in that account (representing 15% of 
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the total comparison group clients who opened an account at NTFCU; p<0.001). For this analysis, we included any 

withdrawal or deposit as a “transaction,” and excluded any reversals, overdraft fees or error corrections.  

 

On a per monthly basis, clients in the treatment group who were offered NTFCU accounts also had more 

transactions than clients in the comparison group. Including clients wh o were offered, but did not open NTFCU 

accounts, as having zero transactions over the testing period, clients in the treatment group average about 11 
transactions per month, compared to 1.4 transactions per month in the comparison group (p<.001).  

 

 
 

While comparisons between the treatment and comparison groups are encouraging, because assignment was non-

random, the differences in outcomes could reflect differences in the student populations, how the classes were 

conducted or differences between the Advisors.36 To explore this further, we conducted a regression analysis to 

control for some of these differences. In the initial analysis, we find that treatment was associated with about 9 more 

transactions per month, significant at the p<.05 level.37 This indicates that the treatment was associated with more 

transactions per client in any given month.  

 

Next, we controlled for fixed effects such as the Financial Advisor teaching the course, the timing of the classes and 

the client population served at each site. Because the populations each site serves differ, the fixed effects attempts to 

                                                 

 
36 While we can control for differences in observed variables in our statistical analysis, differences due to variables 

that we are unable to observe could still be affecting our results. Please see Appendix 10 for more details regarding 

our data sources and analytical methods. 
37 The first step was to estimate a simple linear model of the effect of treatment on number of transactions. As 

previously mentioned, we were unable to randomize at the individual level, so our next iteration of the model 

clustered standard errors by client workshop. 
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isolate any effects that are due to treatment from the difference between site populations. In this model, treatment is 

associated with fewer transactions, but this finding was not statistically significant.38  

 

Though the evidence is encouraging, the regression analyses reinforce the point that we cannot conclusively say 

that the differences between treatment and comparison groups were purely due to the solution. 

We complemented Neighborhood Trust’s Getting Ahead program with plan -making activities and materials to 

encourage active use of the accounts that were opened during the course. Because the assignment to treatment and 

control was not random, our results are not conclusive. But they are suggestive—and what they suggest is 

important.  

 

There are many barriers to taking action, and prompts to create simple plans can help people eliminate these 

barriers. We saw substantial increases in account use. These findings are not at the high level of statistical rigor used 

in academic research, but are very credible when compared to common practices such as using a before and after 

study, anecdotal evidence or a “gut feeling.” Furthermore, we are seeing similar results in other studies (such as a 

similar effort with Grameen Bank).39 Increasing financial capability will require hard work—not just in educating 

people, but in encouraging them to take action. 

 

 

 

 

  

                                                 

 
38 See Appendix 10 for details on our regression results. 
39 Research conducted by ideas42; report forthcoming. 
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What we found at the three BETA Project partner sites is encouraging. Small changes to program design, inspired 

by behavioral economics, can have a real impact on program effectiveness: 

 

 At Accion, we saw that simple reminders can reduce non-sufficient funds (NSF) fees and increase on-

time payments, especially among the most vulnerable borrowers. The impact on “risky” borrowers is 

particularly significant in light of Accion’s mission to reach this underserved population, but it has larger 

implications as well. Many organizations and companies are trying to responsibly (and profitably) provide 

credit to this population. Access to credit is important; it can help vulnerable borrowers grow a business, 

stabilize the amount of money they have each month and deal with emergencies. Improving repayment 

behaviors among this borrower segment could reduce costs and help justify expanding services to this 

population. 

 At Cleveland Housing Network, we saw that short term incentives can affect long term behaviors, 

increasing on-time payment and possibly decreasing evictions. The fact that these effects persisted 

throughout the month, even after late fees were applied, suggests a more profound effect on behavior than 

mere financial motivation. Countless programs and products have payment (or repayment) problems in the 

asset-building field. Structuring incentives to grab attention can substantially increase payment levels, and 

we saw preliminary evidence of a longer-term effect from this program. If we find that this effect scales, it 

has the potential for massive impact. 

 At Neighborhood Trust, we saw that simple plan-making facilitates action, and observed a promising 

increase in people’s utilization of accounts. While our results at Neighborhood Trust were indicative in 

nature due to small sample size, similar efforts to prompt action at Grameen Bank resulted in similar -sized 

effects on savings account usage but at a statistically significant level. Neighborhood Trust, like many 

financial counseling providers, has already gleaned many lessons from behavioral economics. Behavioral 

techniques have proven effective in encouraging people to sign up for savings accounts. But now providers 

face the next problem: how do we help people use these accounts and reap the rewards of saving? While our 

results are preliminary, the large effect size is encouraging. Sites providing financial education should marry 

their education efforts with concrete steps to assist people in taking actions (such as through simple plan-

making) that move them towards a stronger financial position. 

 

These effects are not just statistics. There are real people who benefitted from the BETA project: entrepreneurs who 

avoided NSF fees, families who did not get evicted and individuals who began the path towards savings.  

 

Moreover, the solutions were relatively inexpensive, with direct costs of less than $5,000 at each organization. The 

primary cost was the investment in staff time to work with our team in diagnosing the problem and designing 

solutions. All three sites have decided to continue to use some form of the tested solutions in the future. The 

findings speak volumes about key ways that other asset-building programs can make small adjustments to deal 

with these common problems and have a real impact.  

 

The beneficial impact of the designed solutions from the BETA Project seemed to skew towards specific client 

segments. These specific segments were likely impacted because of the specific context in which they were 

operating. For example, behavioral solutions can often be meaningful for the most vulnerable clients because those 
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clients are often dealing with the highest cognitive demands.40 At Accion, the biggest effects were detected on a 

group with the lowest principal payments (who are generally lowest-income and least creditworthy by lender 

standards). Reminders may be most helpful for those in difficult financial situations, because they have much more 

to remember. At CHN, the biggest effect was detected among fixed income residents, suggesting that people who 

have the hardest time shifting their finances may respond to small incentives the most . At Neighborhood Trust, 

previously unbanked clients could especially benefit from plan-making around account usage, since the many steps 

around using an account were largely unfamiliar to them.  

 

It’s important to note that while the actual costs of the solution materials were moderate, implementation could be 

difficult for organizations with limited resources. As noted above, the BETA project imposed heavier requirements 

due to our timeframe and rigorous process. For the three partner sites, the behavioral diagnosis and design 

process, as well as the implementation of the solution, was time-intensive for staff, as they had to collect and 

distill a lot of information regarding the targeted problem. Nevertheless, we believe that many of these activities, 

such as regular data collection and analysis and gathering client feedback, could be (and should be) incorporated 

into normal operations to strengthen the organization. 

 

 

 

 

                                                 

 
40  Mullainathan, S. & Shafir, E. (2013). Scarcity: Why Having Too Little Means So Much. New York: Macmillan. 
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Many of the findings from the BETA project can be applied broadly—they are not restricted to the individual sites 

in the BETA project. Three lessons in particular could be easily used by the field in program and product design:  

 

Asset-building programs often turn their attentions to client (or have their first engagement) after a problem or 

crisis arises, such as a late payment. Assistance may not be sought until a client’s financial situation hits rock 

bottom. Waiting until a financial breaking point is not a cost-effective way to deliver services because the client is 

more likely to fall into a cycle of financial hardship and the organization ultimately spends more resources trying to 

remedy the situation. 

 

Our solution at Accion focused on building habitual, timely payment patterns that fit into a borrower's regular cash 

flow cycles as a preemptive measure to avoid problems down the road. Even more could be done to engage 

borrowers early on, such as through technical assistance services offered to entrepreneurs. Notably, our regular 

reminder system helped borrowers in the lowest quartile, who may have the most volatile financial lives.  

     

More broadly, this finding suggests that 

organizations should aim to identify early 

behaviors that can be targeted before clients get 

into a problematic situation. In addition, 

organizations should remember that their 

program is only one aspect of their client’s busy 

lives, and bringing that program to the top of 

mind means grabbing their client’s attention from 

among other competing demands. 
 

 

Many insights from economics can be summarized as “people respond to incentives.” But sometimes incentives 

don’t work. They don’t work when people don’t know about the incentive. They don’t work when the incentive 

crowds out intrinsic motivation. They don’t work when the reward (or punishment) is applied in the future for an 

action that needs to be conducted right now. 

 

The Cleveland Housing Network raffle increased on-time payment. However, we don’t believe that it is because of 

the financial incentive to pay on time. The expected value of paying on time was only $2. It’s unlikely that 

something like a $2 bonus would be effective, especially since CHN was already applying a $25 fee. Something else 

is happening. 
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Raffles are effective for two reasons. The first is that people typically overestimate small probabilit ies—we treat a 

1% chance of winning like it’s a 10% chance. But there’s a more subtle reason  raffles and lotteries capture our 

attention. If we’re strapped for cash, the possibility of an extra $100 (or month of free rent) seems enormous. 

Knowing this enables us to design incentives with a different goal in mind: capturing scarce attention. Most CHN 

residents intended to pay their rent on time, but that intention was not consistently acted on. The incentive in this 

case worked on the same principle as a reminder—it created a deadline that functioned as a small nudge in the right 

direction. Rather than thinking, “I will pay the rent tomorrow,” residents were prompted to take action to pay the 

rent immediately.  

 

There are many ways that insights from behavioral 

economics can help us think about designing more effective 

incentives. Other research has shown that it’s often more 

useful to incent inputs rather than desired outputs (for 

example, paying students to read books rather than to get 

good grades41) and that immediate rewards are more 

effective than delayed ones. Here we see that raffles are 

more powerful than regular payments. Carrots and sticks 

only work when people are attentive to them.  

 

Many financial institutions offer some form of financial education, counseling or coaching and spend significant 

amounts of resources and staff time to do this. However, studies show that such programs produce little to no 

measurable impact on concrete outcomes (account openings, increased savings, etc.).42 Education is an important 

first step, but these programs often assume that providing information is enough to facilitate behavior change for 

their clients. Research shows that providing assistance along with information has a meaningful impact on 

outcomes.43 

 

Neighborhood Trust emphasizes participant action in its personal finance course and has made huge strides in 

facilitating access to products and services for its clients prior to the BETA Project (e.g., including remote account 

opening during its Getting Ahead courses). However, the absence of sustained support beyond account opening 

compromises impact. Our simple plan-making solution produced promising results around helping clients continue 

to take concrete steps to use accounts and services.  

                                                 

 
41 Fryer, R. G. (2011). "Financial incentives and student achievement: Evidence from randomized trials." The 

Quarterly Journal of Economics, 126, 1755-1798. 
42 See, http://www.nytimes.com/2013/10/06/business/financial-literacy-beyond-the-classroom.html?pagewanted=1.  
43 Bettinger, E., Long, B., Oreopoulos, P., & Sanbonmatsu, L. (2009). "The Role of Simplification and Information in 

College Decisions - Results from the H&R Block FAFSA Experiment." NBER Working Paper No. 15361, September 

2009, Revised June 2010. 

 

http://www.nytimes.com/2013/10/06/business/financial-literacy-beyond-the-classroom.html?pagewanted=1
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The first step is pinpointing the desired actions and behaviors that the program is helping clients achieve. Then, 

consider whether it’s possible to provide direct assistance to clients to take these steps, or whether there are other 

mechanisms for guiding clients to achieve their goals (such as simple plan -making). By providing insightful 

assistance along with information, we believe there is a huge opportunity to help clients take concrete action and 

derive meaningful improved outcomes. 
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In the BETA Project, our initial goal was to demonstrate how simple behavioral solutions can make asset-building 

programs more effective. However, our experience with the partner sites also yielded helpful tips for program 

design and insights on how it impacted their entire organizations on a more profound level.  Here, we offer 

suggestions on how to design new program solutions with client behaviors in mind and enhance your 

organization’s capacity to integrate behavioral economics into their programs.  

 

New solutions are exciting and capture the imagination, but it is more important to clearly identify the problem you 

are trying to solve and have a deep understanding of the context. This means taking some time before 

implementing a new solution to clearly define the problem you are trying to address and attempt to diagnose the 

context and situation around the problem. For example, it might be tempting for other microlenders to try out text 

message reminders because they were helpful at Accion. However, if forgetting to ensure sufficient funds prior to 

payment is not a core barrier to on-time repayment at the other microlenders, text messages might not work.  

 

It’s easy to attribute “bad behavior” to “bad people.” If someone doesn’t pay their rent or a loan, we assume that the 

behavior we observe originates in the person. When a driver cuts us off, we assume that it’s because they are 

inconsiderate. But when we cut someone off, we excuse our action if we are in a rush.  However, human behavior is 

inextricably linked to the situation surrounding the person—we make decisions and act in response to our 

surrounding context. If someone doesn’t pay their rent or a loan, we assume that the behavior we observe originates 

in the person.  

 

Social psychologists find that our behavior is usually driven by the context rather than by innate personality traits 

or characteristics. In one study, seminary students on the way to give a lecture encountered a homeless man looking 

for help. Those who had a few minutes to spare helped.44 Those who were running late ignored him—despite their 

lecture topic being on the Good Samaritan!  

 

People who are normally very conscientious forget to do tasks when they are sleep deprived. People who are in a 

rush are less likely to be kind. Organizations should concentrate on situational—not dispositional—explanations of 

behavior. 

 

 

                                                 

 
44 Darley, J. M., and Batson, C.D. (1973). “’From Jerusalem to Jericho’: A study of Situational and Dispositional 

Variables in Helping Behavior.” Journal of Personality and Social Psychology, 27, 100-108. 
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Remember that our actions are not always optimally aligned with our desires or intentions. We may assume that if 

we see someone taking a certain action, that action is an indication of their intentions. Behavioral economics teaches 

us that this is not the case—we often behave out of line with our intentions. Likewise, we may assume that if 

someone has strong intentions, the strength of that desire is enough to carry people through to action. In fact, we 

often don’t follow through on actions that are important to us. 

 

One of the most common mistakes people make is failing to determine whether a problem is related to decisions or 

actions. A person can decide to take an action, but then fail to follow through. Alternatively, a person might have 

trouble at the decision stage, far before it’s time to take action. Understanding the difference between the two is 

vital. Design solutions that are focused on decision problems will often not work on action problems, and the same 

is true in the opposite direction. When your client is not taking a certain action, take some time to carefully inspect 

why--it might not be for the reasons you think. 

 

For instance, financial education programs often assume that their clients are experiencing a decision problem, and 

that providing knowledge will result in an informed decision, and then action. In fact, the barrier may be at the 

action stage: “I want to open a bank account, but I never quite follow through on the action.” On the other hand, 

efforts to apply defaults at tax time assumed that clients wanted to save their tax refund but were having a problem 

following through on the action, when in reality they had already made a decision to do something else with that 

refund.45  

We often become narrowly focused on our own role within an organization. More often than not, employees lose 

touch with organization-wide policies and practices, especially as those may evolve subtly over time. Clear your 

perceptions of how your program operates and start asking people around the organization how they manage client 

interactions related to the problem you are trying to address. Do not assume that you know how your policies and 

practices work; talk to the staff who are executing them on daily basis. Start asking “Why?” for every detail of your 

services and products. If possible, receiving input from an external consulting team can both confirm existing 

hypotheses that the organization had developed and disconfirm other hypotheses.  

 

Overall, this process of looking through fresh eyes helps build confidence within an organization to make strategic 

decisions and prioritize initiatives. The Accion team had wanted to improve customer service and thought about 

upgrading data systems before, but needed a push to move forward (and has already implemented significant 

changes). The Neighborhood Trust team had many hunches about what was preventing clients from utilizing credit 

union accounts, but was able to confirm a subset of them. In the CHN case, late rent payments consumed a lot of 

organizational resources, but CHN hadn’t tracked data around late rent payments or prioritized solving this 

problem before because it wasn’t a primarily reported metric (such as vacancy rates or evictions).  

                                                 

 
45 See, http://cfed.org/blog/inclusiveeconomy/behavioral_economics_in_the_assets_field/.  

http://cfed.org/blog/inclusiveeconomy/behavioral_economics_in_the_assets_field/
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Behavioral economics teaches us that small details have a much larger influence on behavior than we think. We 

often underestimate the importance of these details when we design programs. Take look at the details of your 

program on an excruciatingly low level, and think carefully about how they affect your clients. When considering a 

program change or initiative, be meticulous about planning for implementation.  

 

Through the behavioral diagnosis process, Accion’s senior team members realized that none of them actually knew 

what the statement sent to borrowers looked like. Cleveland Housing Network management realized that rent 

reminders were only communicated annually and other interactions concerning rent were generally punitive in 

nature. Neighborhood Trust staff realized that the existing curriculum prompted clients to write down “Take 

Action” goals during each class, but then handed that paper to Financial Advisors and had no written reminder of 

what they wanted to accomplish. These seemingly small details are important , and making changes to these 

program features through our solutions had an impact on client outcomes.  

Often, products and services are designed to meet legal or funder requirements with little consideration for how 

clients may perceive or interact with them. A helpful exercise is to take yourself through the customer experience in 

your program. Role-playing as the customer and taking a close look at your products and services from a client’s 

viewpoint can yield helpful discoveries about how contextual features influence client behavior.  

 

Adopting a client’s perspective can help an organization view its services and client interactions in a completely 

different light. It also helps to unify the perspective of teams across the organization and promote coordinat ion. This 

is helpful to break down silos within organizations, across departments and roles.  At Accion, the BETA Project 

prompted staff members to think carefully about the entire customer experience, from origination to repayment. At 

Neighborhood Trust, employees had to rethink which actions were necessary for positive client outcomes and how 

the workshop could be tailored to facilitate those actions. In the CHN case, some staff members were tunneling on a 

specific aspect of the client payment process (paying online vs. in person) without looking at the entire payment 

process from a client’s viewpoint. 

 

Constantly seeking information about the decision-making context and feedback on potential solutions is an 

important component of the behavioral diagnosis and design process. However, it is important to remember that 

people often have trouble explaining or understanding their own behavior. For example, a study in the 1960s found 

that hikers who walked across a rickety bridge over a deep ravine were more likely to call a surveyor they met after 

crossing the bridge than those that met them on a stable part of the path. The hikers attributed asking out the 

surveyor to attraction, but researchers found that crossing the bridge caused a heightened state of excitement, 
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making hikers think they were attracted to the surveyor. The hikers genuinely thought they were attracted to the 

surveyor, but measuring their biological functions proved that it was more likely the physical exertion.46  

 

To help validate people’s reasons for their behavior, be sure to check client statements on what they say they do 

against observations from data collected about their situation, rather than taking all statements at face value. In the 

BETA Project, we saw that while many Cleveland Housing Network (CHN) staff believed that they had 

communicated all the options for rent payment to residents, the residents were deciding not to use these options. 

Later, we found that many CHN residents were not aware of these options at all. These conflicting stories allowed 

us to triangulate to an important finding: many CHN residents had not read CHN materials and were not familiar 

with its context. 

 

This tip also applies to yourself and your staff when thinking about the policies, procedures and client-facing 

processes at your organization. It is common for organizations to organically grow and change over time, so what 

you think is happening may (or may not) be reality. For example, at Accion, each group knew their own work well 

and thought they knew how other departments worked in the course of making and servicing loans. However, as 

we asked questions and explored detailed processes and policies, many new insights were illuminated, such as the 

format and process for generating monthly statements.  

 

Learning about client behavior requires being aware of the change you are seeking to make. Simply monitoring 

existing data can yield insights, without running complicated statistical analyses. Start by articulating the outcomes 

you wish your clients to achieve and pinpointing the specific behaviors that are required to achieve those outcomes. 

Make sure that these outcomes are being measured through your data system. Allocating resources to data 

management and analysis to determine what works can help improve your organization’s efficiency.  

 

BETA Project partner sites made changes to the data management and analysis systems after working with the 

team. Accion upgraded and integrated their databases so that data would be entered more consistently and staff 

would have more access to a borrower’s history, allowing them to more easily and consistently provide customer 

service. Cleveland Housing Network started collecting data to understand rent payment behavior (e.g., exactly 

when rent was paid by client), a process they started on a basic spreadsheet for the first few month s.  

 

New research and practices based on behavioral economics are quickly emerging. Seek information on new insights 

from behavioral research and strategies to apply the insights from behavioral economics experts such as ideas42, 

Innovations for Poverty Action and the Center for Advanced Hindsight. Additionally, learn about what other asset-

building organizations are doing, check for resources and technical assistance from CFED, join the Assets & 

                                                 

 
46 Dutton, D. G., & Aron, A. P. (1974). “Some evidence for heightened sexual attraction under conditions of high 

anxiety.” Journal of Personality and Social Psychology, 30, 510-517. 

http://www.ideas42.org/
http://www.poverty-action.org/
http://advanced-hindsight.com/
http://cfed.org/
http://assetsandopportunity.org/network/
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Opportunity Network to share your behaviorally-informed design experiences and experiments and contact the 

BETA Project staff at BETAProject@cfed.org.  

  

http://assetsandopportunity.org/network/
mailto:BETAProject@cfed.org
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Introductions between selected partner sites and 

BETA Project team by phone 

December  2012 

Initial site visits, problem refinement & behavioral 

diagnosis  

January 2013 

Memo describing refined problem and behavioral 

diagnosis delivered to sites  

Early-February 2013 

BETA Project team design initial list of design 

concepts interventions, evaluation plan, and data 

collection process; deliver memo presenting 

interventions and research plans  

February to March 2013 

Second site visits and implementation of design 

solutions and experiment  

Late-March to Early April 2013 

Partner sites collect data on designed solutions 
April to August 2013 

BETA Project team analyze data, host a convening 

of partners and sites to discuss lessons learned, and 

report on findings  

September to December 2013 
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Email reminders were sent 10 days before the repayment due date.   

 
Text reminders were sent 3 days before the repayment due date.  



 

 

 

 

                                                    59 
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In order to ensure a successful experiment, we created easy-to-follow processes to distribute statements and 

reminders to borrowers. For monthly statements, the Accounting Team created and sent two separate distribution 

lists to the third party vendor that prints and mails the statements—mone for the control group, which received the 

original statement, and a second for the treatment group, which received the redesigned statement. We provided 

the necessary Excel formulas and instructions to the Accion staff, and we prototyped the process through multiple 

iterations to work out the kinks prior to implementation. For email and text reminders, an Accion staff member had 

to tag borrowers in the treatment group and schedule distribution dates in advance. We again created and walked 

through the process with the staff and prototyped the messages with the team to confirm that the technology was 

properly functioning before implementation.  

 

We encountered a few unforeseen minor hiccups in our implementation. First, the team discovered that when 

borrowers changed their payment date, the new payment date was not updated automatically and immediately 

across the various databases. As a result, a few clients received reminders at the wrong time. The Accion team 

quickly worked out a process to update payment dates consistently across databases.  

 

Second, the third party vendor misunderstood the number of post-it notes requested for the new statement and 

subsequently ordered too few. Thus, one batch of the statements was sent without the post -it notes while additional 

post-it notes were ordered. Third, Accion encountered a slight technical difficulty with ClickDimensions essential 

software for the email and text reminders, which led to a stoppage of reminders. However, this too was resolved 

after a few days. We had anticipated that there could be unforeseen disruptions, and designed an experiment that 

could absorb them. The BETA Project Team also closely monitored the data through the testing period, and do not 

believe the quality of the data was detrimentally affected by these minor disruptions. 
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Accion uses two primary data systems: 

 

1. NLS (Northridge Loan System) Data: This database records all loan -related transactions at Accion, including 

payments. It is used to create many of the reports used in Accion’s operations and for their internal analysis. 

The datasets we used were: (1) the Transaction Registers, which includes all loan -related transactions, the 

date of transaction and the method of transaction, among other details; (2) the Payment Register, which is a 

subset of the Transaction Register that contains just the payment transactions along with the most up-to-

date Due Date; and (3) reports retrieved by the Accounting Team to create the distribution list of monthly 

statements, which contains not only the breakdown of the amount due in a specific month, but also the 

amount of payment in arrears. 

2. CRM (Customer Relationship Management) Data: It records all borrower and loan ch aracteristics, as well as 

a record of any correspondence or interactions that occur between Accion and its borrowers. This dataset 

was initially used to stratify the random sampling. We also used the CRM to gather information on Asset 

Protection Activities. 

 

Analytical Methods  

We compared differences across the control and treatment groups first with all borrowers, and then among 

borrowers divided into subgroups based on the size of the monthly principal payment.  We used t-tests to compare 

the mean of a given metric. The results of our analyses are reported in two forms. We discuss the effect size of the 

treatment, our best statistical estimate of how much of an effect the treatment has. We also report the p-value for our 

effect sizes in parentheses. The p-value refers to the percent chance of us observing a similar effect size due to 

chance alone. While there is no hard and fast rule, academic publications typically refer to p-values of 0.10 or less as 

“marginally significant,” p-values of 0.05 or less as “statistically significant” and p-values of 0.01 or less as “highly 

significant.”  

 

Notes about Measuring the Proportion Paid in Relation to Due Date 

Our most intuitive metric is looking at when each payment was actually paid in relation to its due date. We inferred 

the number of days a payment was late by taking the difference between the due date and the date actually paid. If 

a due date fell on a Saturday or a Sunday, we considered that payment to be due on the following Monday. This 

metric includes some “noise” since we only looked at the principal portion of the payments (i.e. , not the interest or 

fee payments) to avoid over-complicating the analysis, and also because there are non-ACH payments that could 

have a lag between when the payment is made and when it is recorded. 

 

Notes about NSF Fees 

NSF fees are a relevant metric because: (1) our solutions targeted borrowers who are paying through the ACH, and 

reduced NSF fees could indicate fewer “missed” payments through ACH; (2) NSF Fees have serious consequences 

for borrowers, as being charged three consecutive NSF fees can lead to the borrower being kicked off the ACH 

payment system; and (3) a reduction in NSF fees could cut costs for the Asset Protection Team, since they start 

contacting the borrowers immediately after an NSF fee is charged. 
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We used the principal portion of the monthly payment for the following reasons: (1) it is a good proxy for the total 

monthly payment amount (correlation coefficient=0.95); (2) it matches our data structure better than total monthly 

payment amount; and (3) it is highly correlated with the total loan amount (correlation coefficient=0.81).  

 

Of note, a correlation coefficient measures the strength and the direction of a linear relationship between two 

variables. Positive values indicate a relationship between x and y variables such that as values for x increase, values 

for y also increase. A correlation greater than 0.8 is generally described as strong, whereas a correlation less than 0.5 

is generally described as weak. 

 

We were mostly interested in looking at the first quartile for three key reasons. First, this group had a significantly 

lower proportion of on-time payments than the other three quartiles. When we looked at data from January to 

March 2013, we observed that 77% of payments by borrowers in the first quartile were made by the due date.47 The 

other three quartiles combined had 82% of payment made by the due date, a significantly higher on -time payment 

rate than the first quartile (p<0.01). Second, the quartiles appear to be loosely correlated with Accion’s Auto Review 

(AR) Tiers and the borrowers’ Adjusted Gross Income (AGI). 48 Almost half of borrowers in AR Tiers 4 and 5 fall in 

the first quartile, which would be considered “subprime” or having credit scores under 550. Finally, if one looks at 

the borrowers in the bottom 50% in terms of AGI, one-third of them fall in the first quartile. Our analyses show that 

the new statements and reminders may have had a significant effect on this subgroup. 

 

 

  

                                                 

 
47 The difference was much starker during the testing period: the lowest quartile’s payments had an on-time 

payment rate of 68.9%, while the other three quartiles had an average on -time payment rate of 85.7%. 
48 Correlation coefficient with AR Tier = 0.32; Correlation coefficient with AGI = 0.31.  
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Analysis was based on administrative data provided by Cleveland Housing Network. Our primary outcome of 

interest was the date by which residents paid. However, the administrative data does not reflect date of payment 

with perfect accuracy due to processing lags and weekends that fall at the beginning of the month. For purposes of 

our analysis, we included individuals who had pre-paid their rent or had their rent paid through a subsidy program 

as having paid on the first of the month. We collected data until the 25th of each month, after which we did not 

expect to see differences in payment rates that were the result of our treatment, and at which point differen ces 

would not be interesting for the purposes of the program. 

 

We generally used two statistical methods to examine the effects of the treatments. First, we tested for effects using 

a model that estimates the speed at which a discrete event, such as rent payment, occurs.49 This gave us a “big 

picture” view of the overall effect of the treatment throughout the month. With this method, we could report 

whether treatment increased the likelihood that an individual who had not paid would pay on any given day.  

Second, we conducted tests of proportions at key dates to determine whether more residents had paid their rent by 

a select point in time. This allowed us to “zoom in” to identify any effects that varied over the month. We tested for 

differences in the fraction of residents having paid by the third, thirteenth and twenty-third days of the month. We 

chose to test at these points of the month because they provide a wide range of dates and follow soon after 

especially important dates, such as the first (when rent is due) and the tenth (after which the late fee is applied). 

 

The results of our analyses are reported in two forms. We discuss the effect size of the treatment, our best statistical 
estimate of how much of an effect the treatment has. We also report the p-value for our effect sizes in parentheses. 

The p-value refers to the percent chance of us observing a similar effect size due to chance alone. While there is no 

hard and fast rule, academic publications typically refer to p-values of 0.10 or less as “marginally significant,” p-

values of 0.05 or less as “statistically significant” and p-values of 0.01 or less as “highly significant.” 

 

Unless otherwise indicated, we examine both treatments independently. We compare the raffle-only group to the 

control group, and the raffle and waiver group to the raffle-only group. Our experiment design does not allow us to 

distinguish the “main effects” of the waiver from the “interaction effects” of the waiver and the raffle combined. All 

results are pooled from the data collected in each month. 

  

                                                 

 
49 Specifically, we used a Cox proportional hazard model, with failure event as payment of rent and analysis time 

counting up from the first of the month. See Cox, D. D. R., & Oakes, D. (1984). Analysis of survival data (Vol. 21). 

Boca Raton, FL: CRC Press. 
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In order to understand the populations among which the waiver worked, we conducted several subgroup analyses, 

testing the effects of the raffle program on different groups. Subgroup analyses are a useful tool for generating 

hypotheses on why we see the results amongst the full sample (Bloom and Michalopoulos, 2013). 50  

Subgroup analysis shows that: 

 

 The raffle was 49.4% more effective on residents whose primary source on income was Supplemental 

Security Income (SSI) (p<0.01). 

 The raffle was 35.0% more effective on residents who were younger than the median resident (p<0.01). 

 The raffle was 30.8% more effective on residents who did not have children (p<0.05). 

 The raffle was 9.5% more effective on residents who had below-median income (among CHN residents) 

(not significant). 

 The raffle was 6.2% more effective on residents who had a rent subsidy (not significant). 

 

We found the effect on residents whose primary source of income was Supplemental Security Income especially 

interesting. First, it was the strongest effect, both in the raw format presented here, and in simultaneous tests for 

interaction effects on multiple subgroups. Second, in the design phase of the project, we had been very concerned 

that it would not be possible for individuals on fixed incomes to re-arrange their financial flows in order to pay rent 

earlier. However, the opposite appears to have occurred. 

 

As discussed in the design section, we believe the mechanism by which the raffle had an effect was in how 

residents’ attention was drawn to the first of the month, rather than the incentive component. In fact, the expected 

value of the raffle was only approximately $2. However, raffles and lotteries can have an outsized effect because the 

perceived value of a potential $100 far outweighs the expected value of $2. Raffles provide a highly salient incentive 

that effectively captures the residents’ attention. For the residents who have the least financial slack, the incentive is 

even more powerful--it represents the possibility of creating a small, but vital financial buffer. 51  

 

The magnitude of this effect can be seen most clearly in that there is no attenuation in the effect size of the raffle 

over the course of the month. Of treatment residents relying on SSI as their primary source of income, 26.1% paid 

their rent by the 3rd, compared to 14.9% of control residents, an 11.2% difference. By the 23rd, 91.4% of treatment 

residents had paid their rent, compared to 79.6% of control residents, an 11.9% difference. The effect size is stable 

over the course of our analytic period. 

 

  

                                                 

 
50 Bloom, H. S. & Michalopoulos, C. (2012). “When is the Story in the Subgroups?” New York: MDRC, 1-10. 
51 Mullainathan, S. & Shafir, E. (2013). Scarcity: Why Having Too Little Means So Much. New York: Macmillan. 
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In total, we were able to obtain data through the following sources:  

 

 Salesforce data collected by Neighborhood Trust consisting of client characteristics for Getting Ahead 

graduates (site, services used, Advisor, self-reported financial issue, banking status, etc.) 

 NTFCU data at the transaction level, consisting of credit union account transactions completed over a 

monthly period 

 NTFCU data at the account level, consisting of account characteristics and average balances over a monthly  

period 

 Course evaluations distributed to 182 Getting Ahead clients in both treatment and comparison groups (see 

Appendix 11) 

 A supplementary survey about the solution distributed to 81 Getting Ahead clients in the treatment group 

(see Appendix 12) 

 

As discussed in the body of our report, in order to get a general sense of whether our solutions might be effective, 

we directly compared rates of account opening and rates of account usage between treatment an d comparison 

groups. Because we were not able to access credit union data from partner credit unions, we were forced to further 

limit our account opening and usage analysis to only those clients who were offered accounts at NTFCU:  

 
For our primary outcome of interest—number of transactions a month—we test for differences between the 

treatment and comparison group using simple and multiple linear regression models. First we report the results of a 

simple linear regression on our outcome of interest. Second, we report the results of a simple linear regression 

where we cluster the standard errors by workshop (our unit of randomization). Third, we report a final multiple 

regression analysis where we control for site-based fixed effects. This regression takes the form: 

 

                              

 

Where   is a fixed effect for site and   is the error term. 

 

As noted in the body of our report, while we can determine whether the differences between the treatment and 

comparison group are unlikely to be the result of chance, this is not the same thing as being able to attribute the 

causality of the difference to the treatment. Because assignment was non -random, the differences in outcomes could 

reflect differences in the student populations, how the classes were conducted or differences between the Advisors. 

While we control for differences in observed variables in our regressions, we are unable to control for any biases 

resulting from variables that we are unable to observe.  

 

Comparison Group -  

Offered NT Accounts  

(103 clients;  

5 Advisors;  

12 workshops) 

Treatment Group -  

Offered NT accounts 

(62 clients; 

2 Advisors; 

6 workshops) 
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The table below presents our results. Our first model estimates a simple linear model of the effect of treatment on 

number of transactions. This model shows that clients assigned to treatment sites had 9.5 more transactions/month 

than control sites, a finding that is statistically significant at the p<0.01 level. Our second model calculates clustered 

standard errors by workshop (since treatment was assigned to workshops directly, and individuals indirectly). This 

reduces the significance of the results to p<0.05. Model 3 incorporates site fixed effects, as we want to control for 

potential differences in the client populations that attend workshops at different sites. After controlling for site fixed 

effects, the effect of treatment is negative but non-significant. It is important to note that each of these models are 

valid examinations of the data, and no one result represents a “final say” on how to interpret the findings, especially 

given the difficulty of making causal inferences with a small sample size.  

 Model 1 Model 2 Model 3 

    

Treatment Effect      

9.53***  

(2.4) 

   9.53** 

(3.73) 

-9.59  

(15.22) 

 

Standard Errors Clustered by 

Workshop 

 

 X X 

 

Site Fixed Effects   X 
 

R2 0.09 0.09 0.14 

    

* - Result is significant at the p<0.10 level. 

** - Result is significant at the p<0.05 level. 

*** - Result is significant at the p<0.01 level. 
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CFED empowers low- and moderate-income households to build and preserve 

assets by advancing policies and programs that help them achieve the American 

Dream. This includes buying a home, pursuing higher education, starting a 

business and saving for the future. We are a leader in providing data about 

household financial security and policy solutions, promoting programs on the 

ground and investing in social enterprises that create pathways to financial 

security and opportunity for millions of people.  

Project Staff: Pamela Chan, Anita Drever, Ethan Geiling, Ida Rademacher 

 

 

ideas42 is a unique behavioral ideas lab and consulting firm bringing together 

highly creative practitioners and industry and policy experts with world-

renowned economists and psychologists from top-tier universities. Our mission 

is to apply our expertise in behavioral economics to invent fresh solutions to the 

world's toughest social problems with the goal of improving tens of millions of 

lives. 
Project Staff: Hyunsoo Chang, Bill Congdon, Dan Connolly, Katy Davis, Matthew 

Darling, Josh Wright 

 

 

The Citi Foundation is committed to the economic empowerment and financial 

inclusion of individuals and families, particularly those in need, in the 

communities where we work so that they can improve their standard of living. 

Globally, the Citi Foundation targets its strategic giving to priority focus areas: 

Microfinance, Enterprise Development, Youth Education and Livelihoods, and 

Financial Capability and Asset Building. The Citi Foundation works with its 

partners in Microfinance and Enterprise Development to support 

environmental programs and innovations. Additional information can be found 

at www.citifoundation.com.  

Project Staff: Daria Sheehan 
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