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About the Refund to Savings Initiative 

• Largest saving experiment ever conducted in the 
United States in terms of sample size 
 

• Developing and testing model for a universal, 
scalable savings policy 
 

• Tax time is a major financial event for households 
 146M individual returns filed  
 $323 billion refunded 

 

Presenter
Presentation Notes
Stats from IRS Data Book. 2012. Publication 55B. http://www.irs.gov/pub/irs-soi/12databk.pdf



2013 Refund to Savings Initiative 

Household Financial Survey 
 
 

Randomized controlled trial in TurboTax 

20,000 survey takers 

6 months 

8,300 survey takers 

684,000 participants  

 

Presenter
Presentation Notes
In-Product InterventionTest concept at scale in Turbo-Tax Freedom EditionRandomized controlled trialSample size: ~684,000Household Financial Survey Detailed survey of financial situation: 2 Waves: At tax filing - ~20,0006 months after filing - ~8,300 (46% response rate)Test concept at scale in TurboTax Freedom EditionMotivational prompts  Choice architecture  AnchoringHousehold Financial SurveyDetailed survey of financial situation2 waves – at tax filing 20,000 - 6 months later 8,300 (46% response rate)



 

Presenter
Presentation Notes
The Intuit Freedom edition used for the In-Product testing is Intuit’s offering under the IRS Free File Program which is a public/private partnership providing free online tax prep to low/middle income taxpayers 



In-Product Intervention 

Presenter
Presentation Notes
Change timing of the animation This is what the motivational prompts appear in our intervention in the Intuit Tax Freedom Project. When the tax filer has filled in all the necessary information she is guided to the finish and file section. She sees her refund amount and is asked whether she prefers direct deposit or to receive a paper check. If she chooses direct deposit she is randomly assigned to one of the treatment groups or the control groupThis example is for the emergency prompt.  



Future 

Motivational Prompts 

Emergency 

Family 

Presenter
Presentation Notes
 



Anchors 

Presenter
Presentation Notes
Anchoring: Tendency to stay on or closer to default.Money-related example: new employees enrolled in low yield money-market as default for 401(k).  Even with higher yield stock option available, people tend to stick with default.



R2S Participant Characteristics 

• Household Income: $13,294 
• Federal Tax Refund: $921 
• Claiming EITC: 39%; Median: $1,985 
• Age: 28 
• 68% Single; 21% Head; 11% Married 

 
 

Presenter
Presentation Notes
Medians shown



Key Questions 

1. Can behavioral economics techniques 
increase deposits to savings at tax time? 
 

2. Does R2S increase savings 6 months later? 
 

3. What factors are associated with saving? 

Presenter
Presentation Notes
Specific research questions:Can employing behavioral economics techniques increase savings deposits at tax time?Do low-income tax filers hold on to their tax time savings for at least six months? How does this compare to their intention at tax time?Which factors make it easier or more difficult to save?Do the financial products affect financial outcomes?What types of savings vehicles do tax filers want to use? 



Key Questions 

1. Can behavioral economics techniques 
increase deposits to savings at tax time? 
 

2. Does R2S increase savings 6 months later? 
 

3. What factors are associated with saving? 

Presenter
Presentation Notes
Specific research questions:Can employing behavioral economics techniques increase savings deposits at tax time?Do low-income tax filers hold on to their tax time savings for at least six months? How does this compare to their intention at tax time?Which factors make it easier or more difficult to save?Do the financial products affect financial outcomes?What types of savings vehicles do tax filers want to use? 



Overall Tax Time Impact  

• Increased number of people who deposited 
to savings  
4,800 additional savers 

 
• Increased amount deposited to savings  
$5.9 million dollars more deposited into 

savings 

Presenter
Presentation Notes
Making this nicer 



Percentage Who Split Refunds into Savings 

n = 228,828 
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Presenter
Presentation Notes
The intervention nearly doubled the rate of splitting the refund into multiple accounts, including a savings account or savings bond. Although splitting is uncommon in all conditions, the increase in this behavior after exposure to interventions suggest that low-touch techniques can influence choices at tax time.
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Splitters: Amounts Deposited into Savings 

n = 10,365 
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Presenter
Presentation Notes
the interventions got savers to save more. The results, shown in Figure 7, reveal that treatment group participants deposited significantly more to savings than control, more than $200 in additional savings deposits in most cases. Splitters appear to be significantly more effected by interventions in terms of the amount deposited compared to the overall population. 



Key Questions 

1. Can behavioral economics techniques increase 
deposits to savings at tax time? 
 

2. Does R2S increase savings 6 months later? 
 

3. What factors are associated with saving? 

Presenter
Presentation Notes
Specific research questions:Can employing behavioral economics techniques increase savings deposits at tax time?Do low-income tax filers hold on to their tax time savings for at least six months? How does this compare to their intention at tax time?Which factors make it easier or more difficult to save?Do the financial products affect financial outcomes?What types of savings vehicles do tax filers want to use? 



Probability of Saving Refund 6 Months  

n = 4,833 
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Presenter
Presentation Notes
Looking at the probability of having the savings: Those who were encouraged to save with an anchor of 50 or 75, had a 30 chance of still having saved 6 months later.Those who were NOT encouraged to save, had a 25 chance of having savings 6 months later.-Estimate derived from logistic regression results-Anchor 50% significantly higher than control-All other factors (age, dependents, date of filing, financial shock in prior 6 months (Unemployment, Hospital Visit, Car Repairs, Legal Fees)



Percentage of Refund Saved 6 Months 

Control Group 
Mean = 19.2% 
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Presenter
Presentation Notes
Now looking at the amount of the savings:People who assigned to the anchor 50 group, had 2.6 percentage point more saved at 6 months.  (Or higher savings ) People who assigned to the anchor 75 group, had 5 percentage point more saved at 6 months. (Or higher savings )Constant = 19.21 (Average % of refund saved by control group after controlling for other factors)N = 4,833R-squared = .0473**Anchor 75% associated with 5 percentage points more saved than control* Anchor 50% associated with 2.6 percentage points more saved than control (marginally significant)Control variables:	Days from start of filing (Positive)	Age (Not significant)	# Dependents (Negative)	Experience of Financial Shock (Negative)



Probability of Access to $2K in an 
Emergency 6 Months after Tax Time 
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Presenter
Presentation Notes
HFS2: “Probably” or “Certainly” could access to $2,000 in an emergency.From logistic regressionControlling for: Filing date(+), age, dependents(-), stress event(-)



Key Questions 

1. Can behavioral economics techniques increase 
deposits to savings at tax time? 
 

2. Does R2S increase savings 6 months later? 
 

3. What factors are associated with saving? 

Presenter
Presentation Notes
Specific research questions:Can employing behavioral economics techniques increase savings deposits at tax time?Do low-income tax filers hold on to their tax time savings for at least six months? How does this compare to their intention at tax time?Which factors make it easier or more difficult to save?Do the financial products affect financial outcomes?What types of savings vehicles do tax filers want to use? 



Factors Associated with Saving 

• Financial shocks 
• Debt 
• Use of alternative financial 

services  
• Asset limits 

 

Presenter
Presentation Notes
Individual barriers (high levels of insecurities, unexpected shocks, debts) Access to mainstream financial institution (AFS, ???)At the policy level (asset limits) 



Financial Shocks 

Trip to hospital Major vehicle 
repair 

Period of 
unemployment 

Legal 
fees/expenses 

66% experienced at least one of the following: 

n = 5,552 

Presenter
Presentation Notes
Expect the unexpected. Frequency of financial shocks in 6 months following tax filing.Question HFS2. “Since the last survey, has any member of the householdexperienced a health event that required a trip to the hospital? (Not including outpatient visits)made a major repair to a vehicle it owns?Had to pay legal fees or expenses since the last survey?Experienced a period of unemployment since the last survey?	



Saving 6 Months by Financial Shock 

n = 5,556 
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Presenter
Presentation Notes
-In each case, those who experienced a financial shock in previous 6 months were less likely to have saved.



Saving 6 Months by Type of Debt 

n = 8,126 
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Presenter
Presentation Notes
For secured debt --  there is no difference between people who saved.  But for unsecured debt – having debt is associated with less savings at 6 months. Saving measured as:Answer to “What percentage of refund did you…save and still have” > 0Also make animation for this graphs by two sets – Tiffany will do



Saving 6 Months by Alternative Financial 
Services Use 

n = 5,825 
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• Check casher 
• Non-bank money order 
• Non-bank wire transfer 
• Payday loan 
• Rent-to-own 
• Payroll card 
• Auto title loan 

 

Presenter
Presentation Notes
Percentage who saved refund 6 months by use of AFS in year before tax filing*Proportions are statistically different at the 95% confidence level. Alternative Financial Services (% used in previous 12 months – HFS1):Check casher – 10%Non-bank money order – 23%Non-bank wire transfer – 4%Payday loans – 10%Pawn shop – 17%Refund loan – 1%Rent-to-own – 6%Payroll card – 6%Auto title loan – 6%



Asset Limits – Percentage of Refund 
Saved 6 Months 

“If I saved more, I would lose government benefits.” 
n = 8,300 
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Presenter
Presentation Notes
Percentage of HFS2 Q8.12: “For each of the following questions, please tell us if the statement describes you: If I save more, I would lose government benefits”



Summary 

• R2S increased both the number and amount 
of deposits to savings 
 

• Impact observed 6 months after tax filing 
 

• Anchors more effective than prompts 
 
• Financial shocks, debt, use of AFS, and 

asset limits associated with less saving 
 
 



Thank You 

 

Intuit Inc. 

Ford Foundation 

Annie E. Casey Foundation 

University of North Carolina 

Anonymous funder  



Why Tax Time Saving? 

• Universal, Permanent, and Recurring 

• Major Financial Event for Households 
o Approximately 146M individual returns filed every year1  
o $323 billion refunded each year2  
o 27M low-income households received nearly $63 billion in EITC for 

TY20123 

• Golden opportunity 

• Evidence from  
asset-building research 

 

28 

$**2,883 

1. IRS Data Book. 2012. Publication 55B. http://www.irs.gov/pub/irs-soi/12databk.pdf 
2. IRS Data Book. 2012. 
3. IRS  Statistics for Tax Returns with Earned Income Tax Credit . 2013. http://www.eitc.irs.gov/central/eitcstats 



HFS - Insights 

• 22% homeowners 
• $2,500 in credit card debt 
• 38% used alternative financial services in 

previous year 
• 57% skipped paying a bill in previous year 

 



Products Used by Savers 

Type of Account % of Respondents 
Savings Acct 66% 
Checking Acct 33% 
Prepaid Card 1% 
IRA 5% 
Education Acct 1% 
Savings Bonds 2% 
Other 6% 

N = 2,224 

Presenter
Presentation Notes
Question HFS2.  “What kind of account did you save in? Choose all that apply:”**Could choose multiple types of accountsNotes:23% saved ONLY in checking.  13% saved in multiple account types.



Anchoring 

• Subject spins a wheel to  
   generate random number 

• Asked, “What % of countries  
in Africa belong to the UN?” 

• Guess is influenced by “anchor”: 
o Wheel says 65, avg. guess = 45% 
o Wheel says 10, avg. guess = 25% 

Tversky & Kahneman, 1974 

Presenter
Presentation Notes
Anchoring: Tendency to stay on or closer to the default.Wheel number = anchor.  Default/reference number affects choice.  Even when it’s random!  But it’s not random in our case…Wheel/Africa study: Tversky and Kahneman (1974)  טברסקי & כהנמן



DEMOGRAPHICS 



Gender and family status  

• 61% are women 
• 59% are single, never married 
• 20% are unmarried, divorced 
• 62% have no kids under 18 in the household 
• 77% have 2 or fewer adults in the household 



Race 

White 
75% 

Black 
11% 

Asian 
2% 

Hispanic 
8% 

Other 
4% 

Race 

N=19,269 
 



Education  

43% 38% 27% 
college degree or more some college currently enrolled 

Presenter
Presentation Notes
43% have college degree or more education38% have some college experience27% are currently enrolled in school



FINANCIAL POSITION 



Income 

• Median household: $17,600 
• National Median Household Income: $50,502 
 
• 279 households (2%) report $0 or negative 

income 
• 25th percentile: $8,500 
• 75th percentile: $26,593 

 
 

Presenter
Presentation Notes
1/5 of sample between 25 – 30 Close to population distribution, lean a little white Higher education rate high, lots of studentsADD STAT ON NATIONAL median income – less than half of the national median income



Employment 

Full-time/self 
48% 

Part-time 
21% 

Unemployed 
11% 

Out of labor 
force 
20% 

Employment 

Presenter
Presentation Notes
Large portion of part-time and out of labor force



Highest interest rate 

• 42% don’t know the rate on their debt with the highest 
interest rate 

• Among those who do know: 
 

  
 Type of Debt N Mean rate by % 

Credit cards 2544 19.6 
Student loans 553 8.2 
Personal loans 17 2.1 
Bank loans 132 14.2 
Payday loans 153 221.9 
Medical bills 44 14.5 
Past due rent/bills 41 28.5 
Negative balances 6 24.3 



Among those who bank…  
(94% of sample) 

at a 2-12% rate for a $1-10 fee for a $10-25 fee with an average 
Annual Percentage 

Rate of 400% 

that cost 10%  
of the refund 

with an Annual 
Percentage Rate up 

to 240% 

with an Annual 
Percentage Rate up 

to 250% 

at prices well above 
market price 

Presenter
Presentation Notes
Among those who are banked (94% of sample)9% used check casher22% used money order4% used wire transfer9% used payday loan15% used pawn shop1% used RAL/RAC5% used rent-to-own6% used title loanNeiger, Christopher. “Why car title loans are a bad idea.” (8 October 2008). CNN.com. http://www.cnn.com/2008/LIVING/wayoflife/10/08/aa.car.title.loans/Williams, Brett. "What’s debt got to do with it." The new poverty studies: The ethnography of power, politics, and impoverished people in the United States(2001): 79-102.Wisconsin Department of Revenue. (November 2012). Refund Anticipation Loans. http://www.revenue.wi.gov/faqs/pcs/ral.html



Assets 

median 

liquid assets 

% of responders that own… 

Presenter
Presentation Notes
The median respondent reports $600 in liquid assets22% own a home4% own property3% own a business85% own a car



Current money management strategy 

pen and paper software bank website internet service 

smartphone app accountant don’t use anything 

(people could circle as many as they use) 

Presenter
Presentation Notes
People could report as many as they use35% use pen and paper18% use software50% use bank website10% use internet service16% use smartphone app2% use an accountant23% don’t use anything



Average refund saved is more than 
average monthly income   

$0
$100
$200
$300
$400
$500
$600
$700
$800
$900

$1,000

Median Monthly Income Median Refund Saved

$839 
$951 

Among Low Income Refund Savers Source: 2012 R2S Experiment 

Presenter
Presentation Notes
Those who DO save, save more than the average monthly income…If you can overcome the barriers. We have evidence that we can help people save at tax time and for those who do save it can be a meaningful safety netIf you save, but we need to get more people to save.



Debt 

Median debt  = 
$1,500 

Median debt  = 
$20,000 

Median debt  = 
$1,522 

Median debt  = 
$500 

Credit Card Medical Education Past-due 
rent/bills 

Presenter
Presentation Notes
animation and/or subtitles63% have a credit cardMedian debt among those with ==$1,50051% have education debtMedian debt among those with ==$20,00042% have medical debt33% owe past-due rent or bills



Bank Access 

Unbanked 
6% 

Underbanked 
37% Banked 

57% 

Access 

Presenter
Presentation Notes
The majority of sample participants have bank accounts (banked and underbanked), however many still use alternative financial services as indicated by the 37% of underbanked sample participants. 



Plan for the tax refund  

• 62% plan to save part of their refund for at 
least a few months 

 
• How does the average person plan to 

allocate their refund?  
~ 1/3 to spending within one month 
~ 1/3 to debt clearing  
~ 1/3 to savings  

 

Presenter
Presentation Notes
From HFS 1. From following question:“What do you plan to do with your tax refund? What percentage do you plan to use for…	1. Spending in the next month or so on products, services, or regular bills like rent or utilities	2. Paying off debt you owe now	3. Savings you expect to keep for a few months	4. Savings you expect to have this time next year	5. Savings for something further in the future like retirement or a child’s education”Savings allocation = 3+4+5



Overall Impact 6 Months Later  

• Anchors affected the number of people with 
any portion of the refund 6 months later 

• Anchors also influenced the percentage of 
refund saved 

• Higher anchors tended to be more effective 
(50% and 75%) 
 
 

Presenter
Presentation Notes
Different messages in the prompts did not seem to have a consistent effect. –I did thought you will do number impact 



Tax Time Intention for Refund 



Actual Allocation 



Tax Time Intention vs. Actual 
Allocation 



% of Refund Saved for Six Months  

Variable Coefficient Robust 
Standard 

Error 

P-Value 

Treatment:       
        Anchor 25% 0.664 1.322 0.616 
        Anchor 50% 2.565 1.465 0.080 
        Anchor 75% 5.034 2.431 0.038 
       Anchor $100 or $250 -1.226 2.455 0.617 

Presenter
Presentation Notes
Constant = 19.21 (Average % of refund saved by control group after controlling for other factors)N = 4,833R-squared = .0473**Anchor 75% associated with 5 percentage points more saved than control* Anchor 50% associated with 2.6 percentage points more saved than control (marginally significant)Control variables:	Days from start of filing (Positive)	Age (Not significant)	# Dependents (Negative)	Experience of Financial Shock (Negative)



Does tax time deposit predict 6 
months saving? 
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Presenter
Presentation Notes
Ask Ramesh if I can show this one.  



Access to $2,000 in an Emergency 

N=7,645 

Presenter
Presentation Notes
*Proportions are statistically different at the 95% confidence level. HFS2,Q3.1: How confident are you that you could come up with $2,000 if an unexpected need arose within the next month?I am certain I could come up with the full 2,000I could probably come up with the 2,000I could probably not come up with the 2,000I am certain I could not come up with the 2,000



Financial Hardships 

n =7,624 

Presenter
Presentation Notes
Controls are higher ever time.We are very effective at encouraging people to split; looks like by doing so, we kept some from saving 100%.Notes:81% had at least one hardship in past 12 months (HFS1)72% had at least one hardship in past 6 months (HFS2)



Financial Insecurity (% who skipped…) 

Medical Care 

70% skipped at least one of the following 

N=20,558 

Bills Rent 

Medications 

Presenter
Presentation Notes
Missed a rent or mortgage payment.2. Skipped a billSkipped needed medical careSkipped needed medicationsin the last YEAR “Was there a time in the past 12 months when…”1. “You did not pay the full amount of the rent or mortgage because you could not afford it.”2. “You skipped paying a bill or paid a bill late because you did not have enough none.”3. “You needed to see a doctor or go to the hospital but did not go because you could not afford it.”4.“You could not fill or postponed filling a prescription for drugs when they were needed because you could not afford it.”Here are the other percentages:Percentage in last year who…Skipped dental care52%Could not afford desired types of food56%Over-drafted bank acct37%Had credit card declined19%



Highest interest rate 

don‘t know credit or charge 
cards 

student loans 

pay day loans medical bills 

Out of the kinds of debt you indicated having, which has the highest interest rate? 

Presenter
Presentation Notes
13%: I don’t know56%: Credit or charge cards18%: Student loans5%: Payday loans3%: Medical bills



Are you familiar with U.S. savings bonds? 

YES SORT OF NO 

Presenter
Presentation Notes
58%: Yes34%: Sort of, I’ve heard of them, but do not know details8%: No



Saving by Hardship Experience 
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Difficulty in Covering Expenses 

n = 8,267 
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Presenter
Presentation Notes
Maybe difficulty covering expenses goes away? From HFS 1: “In a typical month, how difficult is it for you to cover your expenses and pay all your bills? Note: 77% of respondents say it is either somewhat or very difficult to cover expenses



Types of Debt 

n = 18,956 
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Presenter
Presentation Notes
Or some version of next slide?A 1/3 had past due bills. 



Interest in Alternative Refund 
Methods 

n = 17,901 

Presenter
Presentation Notes
Hard to see – take out the “some other thing” – Tiffany will do



Interest in Alternative Refund 
Methods by Banked Status 

n = 961 



Conclusions 

• R2S interventions increased: 
– Number of savers 
– Amount of savings 
– Number of splitters 
– Proportion of split to savings 

• Follow-up survey revealed: 
– Tax time deposits saved 6 months 
– Many barriers to saving for low-income people 
– Interest in tax time product innovation 
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