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PROBLEM DEFINITION
How might we help people who feel like they can’t save for rainy days, and then find that when
an unexpected expense arises they are unable to find the money to handle the issue? Sixty
percent of households have experienced a financial shock in the past 12 months, at a median
cost of $2,000. More than half of households have struggled to make ends meet after an
expensive financial shock, and nearly 50% were still struggling to make ends meet six months
later (Pew Institute 2015). These numbers are staggering!
To validate this need among our credit union members, the BoostSavings Filene i3 team placed
a survey in the field. With more than 5,800 responses, we are confident that the responses
received are representative of the larger credit union member population. Responses indicated
that more than 40% of members do not have at least one and a half months salary saved, which
is the average savings level among all Americans.
However, respondents also indicated that they do want to save, and if their credit union were to
provide a way to help build an emergency savings account they would be interested in learning
more.
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INNOVATIVE SOLUTION
Families, even those with higher incomes, can experience financial disaster with just one
financial shock. Financial shocks happen to all types of families, ages, incomes and
employment status. No one is immune. Most consumers assume that emergency savings is
intended only for a job loss, but in reality there are many unplanned emergencies in life that the
average paycheck just doesn’t cover, such as a car or home repair, medical expenses, and
more. Sixty percent of households have experienced a financial shock in the past 12 months,
and 32% of those households have experienced two or more shocks in that timeframe. Waiting
to save just will not work.
Forty-five percent of members surveyed said they could fit a $50-$100 monthly saving
contribution into their family’s budget. But how do we stop them from taking the funds out right
away? Introducing…BoostSavings.
BoostSavings helps members handle unplanned expenses, while still helping them build long
term savings for future events. Members enrolled in BoostSavings will have access to a line of
credit that is tied to their enrollment in the program. The availability of funds from the line of
credit will vary based how well they stick to their commitments—the more they save, the more
they have available—until they reach their goal and have saved enough to have a more firm
financial footing. The BoostSavings product has been simplified from the original Two Grand
Plan concept, removing a number of steps and ratings, for easier implementation and execution.
The key difference between BoostSavings and a standard share secured loan is that
BoostSavings program gives members a head start in building their emergency funds -- helping
them build long term savings, while immediately offering access to credit to address
emergencies.

Source: http://www.ideas42.org/wp-content/uploads/2015/11/Reimagining-Financial-Inclusion-Final-Web-1.pdf
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PROTOTYPE
Our team focused on a go-to-market campaign that could be easily implemented by credit
unions. We determined a working, member-facing prototype was not feasible considering we
were not able to study the actual impact of the full savings period and accurately document
performance during the duration of the implementation cycle. Additionally, diverse core systems
among our credit unions caused barriers to live implementation.

Product Features
• Opened with an interest-bearing share savings account and a related share secured loan.
The share savings account is pre-loaded with $500 to $5,000 funded by the share secured
loan.
• Direct deposit is required to be established at the time the account is opened (with at least a
monthly frequency).
• The loan amount is based on income and credit qualification criteria, to be determined by the
participating credit union. The credit qualification criteria should take into account the
partially secured characteristic of the loan, the account withdrawal restrictions and the
requirement for direct deposits. In general, the criteria are intended to be less stringent than
the requirements for a standard unsecured loan.
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• The available balance in the share savings account is limited to:
o The total of principal the member has paid down on the loan, less accrued interest
o Plus 50% of the remaining unpaid balance
• Recommended payment terms are up to 48 months. However, the amount and term of the
loan should also take into account the amount of monthly contribution the member is able
and willing to make.
• No ATM withdrawals, debit card transactions, or online banking transfers are permitted on
the share account. Withdrawals can only be done in person or through a Contact Center
agent.
• To withdraw funds members must demonstrate that a Qualifying Event has occurred. These
include:
o Emergency medical costs (excludes elective procedures)
o Unexpected vehicle repairs
o Major home repairs or replacement of critical household appliances
o Job loss (subject to the applicant meeting with a credit counselor at the credit union)
o Costs to support higher educational expenses for full-time students (subject to the
applicant meeting with a credit counselor at the credit union)
o Note: An application for withdrawal is required, along with supporting documentation
(bill, receipt, etc.)
• Withdrawals for non-qualifying events are limited to the total amount paid off on the loan, less
accrued interest owed on the loan. There is no availability on the remaining unpaid balance
in this event. If a non-qualified withdrawal is made, the remaining balance on the loan (plus
accrued interest) is paid off from the funds in the share savings account and the account and
the loan are closed.
• Once the loan is paid in full, the account converts to a standard share savings account with
no withdrawal restrictions. The direct deposit automatically converts to a share savings
deposit, unless the member requests otherwise.
• If the loan is paid in full with no withdrawals made during the term of the loan, all of the
interest paid on the loan is credited back to the member as a special dividend.
Celebrating Milestones
The credit union would establish key milestones for the product and would “celebrate” a
member’s successful achievement of those milestones. Suggested milestones are:
§
§
§
§
§

Opening of the account
1/4 of the account funded
1/2 of the account funded
3/4 of the account funded
Goal met!

Suggested “celebrations” are:
§
§
§
§
§
§

Build a virtual or real "Emergency Kit" as milestones are met
Virtual alerts via text: Reminders and celebration of milestones
Create a community—share that a milestone was met on social media
Credit union to host a celebration once a year for everyone who has met and is
maintaining their goal
Mobile app—track, cheer, taunt, and celebrate with your friends
Branch signage to recognize members who have reached the “Goal met!” milestone
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Other Promotional Features
§

§
§

The solution would also provide to participating credit unions a database of easy,
practical tips that can help members make impactful changes to their spending patterns
(e.g., “Hint: If you buy three fewer Starbucks coffees this month, you could increase your
monthly contribution by $15 or XX%!”). Credit unions can use this database to send
regular communications to participants.
Product marketing will emphasize the concept that the share secured loan is a “boost” to
their personal savings goals, and that they pay themselves back upon successful
completion of the program!
At account opening, participants will receive both counseling and printed information to
help them determine an appropriate monthly commitment for them.
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TESTING AND RESULTS
The concept was tested by surveying members from seven different credit unions across the
United States. These credit unions generated over 5,800 responses resulting in the following
observations.
When asked what sources they would use for emergency savings and how much they had
available, respondents stated:
§
§
§
§

50% have some type of emergency savings
Majority of those without an emergency savings would use credit cards
Majority anticipated needing more than $2,000 for an emergency
58% have 1.5 months of salary in savings

When asked about their interest in an emergency savings product and how much they would be
willing to commit per month, respondents stated:
§
§

82% were interested and/or would like to know more about the emergency savings
product
45% felt a contribution of $50-$100 per month could be accomplished

When asked what would encourage them to save more, respondents stated:
§
§
§

Automated reminders
Higher interest rate
Automated deductions

(Responses represent current features of BoostSavings except the higher interest rate)
When asked what method of communication regarding availability of the product they preferred,
respondents stated:
§
§

Email
Website

Although over 50% of the respondents stated they have some type of savings to use in an
emergency (one and half months of income available), the results indicate that there is still a
great need and opportunity for this product. Fifty-five percent of respondents were 50 or older
indicating these households may be more established and have some savings available in an
emergency. The income demographic matched the average income assumed in the
BoostSavings proposal supporting the average American household as the target.
BoostSavings also offers the majority of the features respondents stated they want in order to
save more. The survey testing indicated a BoostSavings product would be valuable to members
and encourage them to have an emergency savings account.
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Source of Funds Used in An Emergency
Payday Loan
175
Loan
412

Family/Friends
157

401K/Invest
145
Under Mattress
390
Other
62

Credit Card
2979

Savings
4544

Family/Friends

Payday Loan

Loan

401K/Invest

Under Mattress

Other

Savings

Credit Card

Would you be interested in having your credit union
help you save up to $5000 in an emergency
savings account over time?
17%
25%

58%
I want one.
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Not Interested.

BUSINESS MODEL AND 3-YEAR FINANCIAL PROFORMA
The BoostSavings product is designed to build member loyalty and average savings balances.
The product would be a loss leader in the short term, most notably due to the interest rate giveback at the end of the program. However, by successfully transitioning members with low
savings rates into life-long savers, the BoostSavings product creates opportunity for increases
in the average savings balances per member, creating a low-cost funding source which can be
used to fuel loan growth and drive increases in credit union net worth over the longer term.

Year 1

Year 2

Year 3

41,000

41,308

41,617

0.50%

205

207

208

0.25%

103

103

104

308

310

312

$856

$2,084

$3,899

$263,108

$645,732

$1,216,873

Average CU Membership
($50M+ Total Assets)
New Accounts from Boost
Savings - existing members
New Accounts from Boost
Savings - new members
TOTAL ACCOUNTS
Average Additional Deposits per
BoostSavings Member
TOTAL DEPOSITS

Implementation costs for the BoostSavings product would be minimal, and would consist
primarily of core system set up and product marketing. Participating credit unions can save on
implementation costs by utilizing the BoostSavings kit created by the Filene i3 team, which
contains all the materials a credit union will need to get started, including market materials,
account application and disclosures, and a withdrawal request form.
On the following page is an example of the benefits to members, and the total savings
achievement from the BoostSavings product at various monthly commitment levels.
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BoostSavings Available to Me
$25 Monthly Commitment
24 Month Commitment Term
$500 Boost Loan
BoostSavings

Standard Savings
Account

After 6 months

$339

$150

After 12 months

$428

$301

After 24 months

$619

$610

$50 Monthly Commitment
24 Month Commitment Term
$1,000 Boost Loan
BoostSavings

Standard Savings
Account

After 6 months

$679

$300

After 12 months

$856

$602

After 24 months

$1,238

$1,221

$100 Monthly Commitment
24 Month Commitment Term
$2,000 Boost Loan
BoostSavings

Standard Savings
Account

After 6 months

$1,357

$600

After 12 months

$1,711

$1,205

After 24 months

$2,476

$2,442

COMMENTS, NEXT STEPS, AND CALL TO ACTION
More than one in five Americans have used high cost credit in the last five years (Lusardi 2011).
Twenty-nine percent of payday loan borrowers indicated that they took out their loan for
emergency purposes (Chase 2011). Consumers are taking out credit against long term savings
such as their 401(k) or education savings, which may solve the problem for the short term but
will leave them vulnerable in the long term. We have designed a turnkey toolkit for all credit
unions to get started. We have a duty to help our members achieve more stable financial
footing; as credit unions we are here for our member-owners.
Let’s take this responsibility seriously and help them to start saving now. In fact, if we band
together and offer this product, credit unions could be responsible for making a real change in
the way people think about savings. We ask that you join together to offer BoostSavings at your
credit unions, in order to help your members avoid the stress and potential devastation of
financial shocks.
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ABOUT FILENE
Filene Research Institute is an independent, consumer finance think and do tank. We are
dedicated to scientific and thoughtful analysis about issues affecting the future of credit unions,
retail banking, and cooperative finance.
Deeply embedded in the credit union tradition is an ongoing search for better ways to
understand and serve credit union members. Open inquiry, the free flow of ideas, and debate
are essential parts of the true democratic process. Since 1989, through Filene, leading scholars
and thinkers have analyzed managerial problems, public policy questions, and consumer needs
for the benefit of the credit union system. We support research, innovation, and impact that
enhance the well-being of consumers and assist credit unions and other financial cooperatives
in adapting to rapidly changing economic, legal, and social environments.
We’re governed by an administrative board made up of credit union CEOs, the CEOs of CUNA
& Affiliates and CUNA Mutual Group, and the chairman of the American Association of Credit
Union Leagues (AACUL). Our research priorities are determined by a national Research
Council comprised of credit union CEOs and the president/CEO of the Credit Union Executives
Society.
We live by the famous words of our namesake, credit union and retail pioneer Edward A. Filene:
“Progress is the constant replacing of the best there is with something still better.” Together,
Filene and our thousands of supporters seek progress for credit unions by challenging the
status quo, thinking differently, looking outside, asking and answering tough questions, and
collaborating with like-minded organizations.
Filene is a 501(c)(3) nonprofit organization. Nearly 1,000 members make our research,
innovation, and impact programs possible. Learn more at filene.org.

“Progress is the constant replacing of the best there is with something still better.”
—Edward A. Filene

612 W. Main Street Suite 105, Madison WI 53703 | 608.661.3740

