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FDIC F d l R B k f Ri h d MDC IFDIC, Federal Reserve Bank of Richmond, MDC, Inc.
Increase savings for low wealth people
Strategies to  develop and promote well-researched savings 
programs that address the identified gaps in services related to p g g p
geography and access, specific populations of savers, and the 
need for smaller savings goals: emergency funds, home repair, 
automobiles, vacation





•Savings messages are 
everywherey

•Lives are complex

Financial decisions and•Financial decisions and 
regulations about choices are 
changing

•Consumer Financial 
Protections Board 

•Financial decisions have 
lasting affects on our futurelasting affects on our future



Why an Assets Agenda?

A h b ildi bl k f l fi i l bili Assets are the building blocks of long-term financial stability 
and success for people at all income levels. Studies show that 
low-to-moderate income families can and do save.
Children with savings accounts are more likely to graduate Children with savings accounts are more likely to graduate 
high school and attend college

 Having a savings account, a college education, a home, work 
skills or a small business can help individuals and families:skills, or a small business can help individuals and families:
 live securely today; 
 weather difficult financial times and cash shortages; 
 plan for the future; and plan for the future; and 
 pass assets on to the next generation.



ASSETS MATTER FOR HOUSEHOLD AND COMMUNITY STABILITY.



WORKING DOES NOT GUARANTEE ECONOMIC SECURITY FOR MANY
NORTH CAROLINIANS.

• More than ¾ of NC jobs 
pay below the Living 
Income Standard (204% 
of poverty level)
•42% of NC workers lack 
paid sick days
• 18.9% lack health 
insurance
• 60% lack an employer-
provided pension



One in five households live in asset poverty with 
insufficient savings to remain about the federal 
poverty level for three months without earned poverty level for three months without earned 
income.

Action for Children North Carolina



Families in asset poverty have too few savings to subsist for 3 
h i h f lli i if h h hmonths without falling into poverty if they have no other 

income, based on their family size.

Family Number of dependent children and savings y
size

p g
needed

0 1 2 3 4
1 21811 2181
2 3080 3171
3 3598 3703 3706
44 4725 4822 4665 4681
5 5722 5805 5627 5490 5406



The unbanked in North Carolina

There are an estimated 472,000 
households in North Carolina that dohouseholds in North Carolina that do 
not have any kind of bank or credit 
union account.union account.

Source:EstimatesfromthePewCharitableTrust’sSafeBankingOpportunitiesProject,basedon 
datafromtheU.S.CensusBureau,theFederalReserve’s2004SurveyofConsumerFinances,andtheNorth

CarolinaCommissionerofBanks.



The unbanked in North Carolina

According to the Brookings Institution, the cost of not being 
banked and using alternative financial products isbanked, and using alternative financial products, is 
approximately $40,000 over a working career.





Fi i l f iliFinancial fragility 
A household’s abilityA household s ability 
to access emergency 
funds from anyfunds from any 
source:  $2000 in 30 
days

2,148 participants 
d i th U Ssurveyed in the U.S.

Ages 18-65
Lusardi Annamaria, Schneider Daniel J., 
Tufano Peter, Financially FragileAges 18 65 Tufano Peter, Financially Fragile 
Households: Evidence and 
Implications, National Bureau of 
Economic Research, May 2011



“How confident are you that youHow confident are you that you 
could come up with $2000 if an 
unexpected need arose withinunexpected need arose within 
the next month?”



How confident are you that you could 
come up with $2000 if an unexpected p $ p
need arose within the next month? 

56% ld ith $2000 i•56% could come up with $2000 in 
30 days

•19% could not come up with $2000 
unless they sold or pawned 
possessions or took out short termpossessions, or took out short term 
(often predatory) loans

25% ld t b bl t•25% would not be able to come up 
with $2000



What coping mechanisms would you use 
i $2000? I hi dto raise $2000? In this order:

Savings: Draw from Savings, liquidate 
investments, borrow against retirement at my 
employer

Family and/or Friends: borrow or ask for help

Traditional or Alternative Credit

Work more hours/get a 2nd job1 method:46%
2 methods:19%

Selling possessions: things I own, sell my house

2 methods:19%
3 methods: 35%



All Americans should have 
the opportunity to make the pp y
choices that allow them to 
live a long, healthy life, 
regardless of their income, 
education or ethniceducation or ethnic 
background. 



Creating our own individual journey meansCreating our own individual journey means 
reading the roadmap and charting the 
course.



2008 S b th A i2008 Survey by the American 
Psychological Association:

83% of women and 78% 
fof men are experiencing 

increasing stress over 
housing shrinkinghousing, shrinking 
retirement, potential for 
job layoffsjob layoffs



STRESS AFFECTS HEALTH WHEN ASTRESS AFFECTS HEALTH WHEN A 
PERCEIVED CHALLENGE EXCEEDS A 
PERSON’S ABILITY TO COPE 

The health-damaging effects of stress are more likely 
to occur when a person experiences ongoing or chronicto occur when a person experiences ongoing or chronic 
exposure to stressors in aspects of everyday life over 
which he or she has limited control 



Financial difficulties put families with limited means 
under greater stress contributing to family disruptionunder greater stress, contributing to family disruption. 
Lower levels of both family income and educational 
attainment have been associated with greater financial, 
marital and parental stress among U.S. adults over age 
225. 



While much 
remains to be 
learned, current 
knowledgeknowledge 
makes it clear 
that addressing 
the effects of 
stress—
particularly 
chronic stress, 
can play acan play a 
critical role in 
realizing the 
health potential 
fof all Americans.



D l i Fi i l C bilit C t fDeveloping Financial Capability—Center for 
Financial Services Innovation

Framework:
•Being able to cover monthly expenses with income•Being able to cover monthly expenses with income
•Tracking spending
•Planning ahead and saving for the future
•Selecting and managing financial products and services
•Gaining and exercising financial knowledge



After workplace financial literacy, 87% of employees 
said they wanted their organizations to become more 

f l d 82% d f li f id ksuccessful and 82% reported a feeling of pride to work 
there.*

*”Understanding the Impact of Employee-Provided Financial Education on 
Workplace Satisfaction”, 39, 2005



H db k f C FiHandbook of Consumer Finance 
Research

Workplace financial education not only increases employee’s 
financial knowledge, but also improves their financial behaviors



CFED Innovations
Financial Empowerment through Employer EngagementFinancial Empowerment through Employer Engagement

Primary research between June 2009- August 2009 with 
202 businesses responding focusing on paperless 
paychecks

December 2009, employee focus groups were held to 
understand their hurdles to electronic payunderstand their hurdles to electronic pay

Employers:
82% offered direct deposit
F ll b i ( 50 l ) 71% ff d diFor small business (<50 employees) 71% offered direct 
deposit



Benefits to employers:
•Employee satisfaction
•Environmental factors
•Cost savings:Cost savings:

•Purchase and printing of checks
•Reissuing lost checks
•Delivery/Fedex to other locations
“K t i F t ” h l ’t•“Katrina Factor” when people can’t 

get paid



Major Employee citedMajor Employee cited 
benefits:
•No lines or waiting on mail
•immediate access to pay
•Convenience of accounts or paycards
E l h i fi i l i•Employees saw their financial options 

improve



Communications:
•Employers seen as a more effective communicators for 
materials (as compared to a city campaign) 
•Local government support of campaigns through their 
marketing channels



Automating Savings in the Workplace:Automating Savings in the Workplace: 
Insights from the AutoSave Pilot

Lessons from Behavioral economics
•Individuals do not consistently behave rationally in pursuit ofIndividuals do not consistently behave rationally in pursuit of 
their best interests
•Procrastination/intent to act
•Indecision from multiple or complex options



AutoSave Model to facilitate automatic 
contributions to unrestricted savings
•Simplify enrollment and minimize “hassle factors”
•Constraining choice:

•Pre-selecting accounts—employment linkage to bank or creditPre selecting accounts employment linkage to bank or credit 
union
•Savings form recommends an amount

•Automatic on each payday
S d d b d f d f•AutoSave account segregated and cannot be used for overdraft 

protection
•Social norm:  positive messaging and reinforcing the smart 
decision to savedecision to save
•Addresses Temporal Discounting, where individuals diminish 
gains expected in the long-term and instead favor choices with 
more immediate satisfaction



E l b ti d id ti fEarly observations and considerations for 
implementing:

Di t d it d lit iti l•Direct deposit and split pay are critical
•Company policy and financial institution policy vary widely—
common threads for policy yet to be identified
•Employee consent in account opening and need for simplification, p y p g p ,
making new account opening paperwork convenient
•Makes savings for emergencies easier



Summarizing the benefits for Employers for savings 
and financial education in the workplace:

Reduced cost—payroll, employee turnover, employee 
training, retention
Fewer absences 
Higher level of employee engagement in the 
workplace and success of the business
Stress relief and fewer health complaints/bend the 
curve on the rise in health insurance premiumscurve on the rise in health insurance premiums
Employee pride to work there
Improved employee financial behaviors



•How could financial education 
and savings opportunities in the g pp
workplace bring value to your 
organization?

What are the obstacles to you•What are the obstacles to you 
as an employer bringing these 
opportunities to your 
employees? Have you tried 
initiatives that were later 
abandoned?  Why?

•What is the role for employers•What is the role for employers 
in financial education and 
workplace savings and how 
would you describe the role?

•What would you like to hear 
more about or receive more 
information on?information on?



NCAA U d t•NCAA Updates

•North Carolina 
Saves newsletters

•The CollaborativeThe Collaborative 
updates



•THANK YOU!

Q estionnaire in o r folder•Questionnaire in your folder

•Help us get the word out in your community

•Become involved with the work of The Collaborative 
and help us create the culture of savings for North 
Carolinians

•Watch for our new website:  
www.cultureofsavings.org
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