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THE OPPORTUNITY
The tough economy has forced many people to get back to financial basics - including doing
something that most individuals dread: budgeting. According to data collected by HSBC, 70%
of all Americans do not have a working budget and of those who do, 60% abandon it by the
second month.
Gen Xers are reaching the prime of their money management years, trying to pay off student
loans, buy homes, purchase cars, and save for retirement and their children’s education. They
are looking for tools to help manage all of this.
There are thousands of personal financial management (PFM) tools available – most of which
are third party interfaces – requiring downloads, input, and updates – thus requiring time and, for
the average person, potential confusion.
Ironically, time and confusion are the most sighted reasons for budget building woes.
Budgeting isn’t a skill that is taught in most homes, or even in school, which leads to most
avoiding it completely. Save 2 Pay is designed to save time and eliminate confusion. It
reintroduces Grandma’s way of saving – simple and effective.
Save 2 Pay will force conscious decisions about where to place the often overlooked or forgotten
about expenses and remove the worrying that accompanies unforeseen circumstances that can
cause a train wreck with finances.

THE SOLUTION
According to many financial counselors, the Envelope Method of budgeting is by far one of the
most effective. Basically, this traditional method has users manage their money by placing
dollars in real envelopes for a specific budget. For example, someone might put $200 in an
envelope for groceries for the month. Once the $200 is gone, the user knows that he/she is out of
money or they will be going over budget.
It’s a very simple concept and works extremely well when considering periodic expenses (e.g.
utilities, gasoline or phone bills). However, individuals incur many expenses throughout the year
that do not necessarily occur weekly or even on a monthly basis. These expenses might include
auto insurance payments that are semi-annual, property tax payments that happen once a year or
even student tuition, car maintenance and pet care that are sometimes forgotten.
Our concept is simple – do the work for them. One of the hardest things about budgeting and
managing money is getting started. Our team feels that the easiest way to get a consumer started
on becoming a better money manager is to take the burden out of setting up a budgeting system.
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Save 2 Pay does this by utilizing the Envelope Method and applying it to life’s necessities.
Bottom line – consumers get a checking account that has up to 10 attached savings accounts
with automatic transfers in as little as 15 minutes. It’s an instant budgeting system.
Here are the basic steps and features of Save 2 Pay:
•

•
•
•

Consumer visits the Save 2 Pay website to choose his/her specific savings accounts (up
to 10). A default account is available if a consumer is not sure what to set to up or simply
does not want to take the time to select their accounts as shown in the application
screenshot.
Consumer visits a participating credit union to sign up for a checking account with direct
deposit and e-statements. He/she will bring a printout from the website outlining their
selected savings accounts and automatic transfers.
A member service representative will set up each of the savings accounts and create the
automatic transfers to occur when requested. Based on our two participants, the Save 2
Pay can be set up by an MSR in 15 minutes.
A member will begin saving for these expenses and can simply transfer funds from these
accounts when payment is necessary.

TARGET MARKET
This product lends itself to all credit union members regardless of age, gender or economic
status. The product targets members that are:
▪ new savers
▪ members living paycheck to paycheck
▪ low income members with limited cash flow

CONSUMER BENEFITS
•
•
•
•

Money management tool which is easy to use, flexible, and allows for detailed money
management.
Increased ability to properly manage personal expenses with confidence, peace of mind
and financial control.
No set up required – credit union does it for you based on your requests.
Online capabilities make your money management “mobile.”

CREDIT UNION BENEFITS
▪ Deepen member relationships through new product offering and cross-sell opportunities.
▪ Build on reputation as a cooperative that is interested in the financial well-being of its
members.
▪ Implementation can be easily and quickly tailored to individual credit unions.

ENVIRONMENTAL SCAN
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“What? Christmas is only three weeks away? There’s no money in the budget – I guess we’ll
have to whip out the Master Card.”
“Why oh why did our insurance bill arrive just when we had to pay for Sally’s recital costume?
Looks like its Visa to the rescue again.”
If you know these irregular expenses are headed your way, it would only make sense to set aside
a small portion of each budget towards them. Nothing can derail a debt-free plan quite like these
irregular expenses. In fact, this is how many people find themselves in debt. According to
Jeannine Moore, Vice President of Marketing and Business Development at BALANCE
Financial Fitness in San Francisco, CA, “Money management is a challenge for many
consumers, particularly budgeting for items that they may not pay for on a weekly or even
monthly basis.”
And there are a lot of expenses to consider. According to the Department of Labor statistics1 the
average consumer has a budget that is split into a large number of monthly and yearly spending.
The average consumer spends $49,638 a year on a range of necessary and desired expenditures.
These expenditures come out of an annual household income of $63,091 per year on average,
before taxes.
The largest expenditure of the average household is housing. This takes up an average 34.1% of
the yearly budget of households. This amount includes shelter, public services and utilities,
household operations, housekeeping supplies, furnishings and equipment.
The second largest expenditure is transportation. The combination of the cost of the vehicles,
oil, gas and their maintenance costs averages 17.6% of the yearly budget.
Another large expenditure is healthcare. The average consumer spends $2,853 on healthcare each
year. Insurance and pensions are important financial considerations and they cost 10.8% of the
annual budget. Other expenditures include a yearly average of 1.9% on education, 3.8% on
clothing and related services, and 1.2% on personal care items.
Entertainment costs make up 5.4% of the average consumer’s income, reading materials makes
up 0.2%, and 3.7% is spent on cash contributions. Food costs consumers an average of 12.4%.
Alcoholic drinks cost an average of 0.9% with tobacco and related supplies costing 0.7%.
Miscellaneous expenses make up the remaining 1.6%.
As you can see, if not planned properly, many can find themselves relying on lines of credit,
overdraft protection and credit cards.
To help consumers cope with the complexities of creating a household budget, companies began
to introduce personal financial management (PFM) tools. NetBanker estimated that six new
PFM sites launched in the month of September 2008 alone. In 2009, even more sites emerged,
and thousands of personal finance apps have since become available.
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Only recently, in a seemingly knee-jerk reaction to the three million users Mint has acquired,
have financial institutions focused on increasing adoption and usage of their PFM offerings.
Most PFM tools on the marketplace today are fairly sophisticated and aggregate data through an
interface. Through consumer initiated downloads, the data is imported and customized into
spreadsheets that detail household spending. Often times these programs are so detailed that the
average Joe becomes lost in the minutia.
For consumers who are looking for financial software that is built around the envelope budgeting
principles, there are several companies available. However, none of the companies that advertise
using the envelope system interface directly with a financial institution, leaving consumers with
the labor intensive process of manually entering information into a third party system and in
most cases a cost to participate.
PearBudget, for example, is a simple web-based software that tracks irregular expense categories
for annual, quarterly or non-monthly expenses. PearBudget does not have an interface and thus
all transactions must be entered manually. PearBudget has a monthly fee of $3.
NeoBudget is another software on the market; however it too lacks the ability to automatically
download transactions, thus requiring manual input of deposits and expenditures. NeoBudget
offers a free basic plan, which does not provide any financial reporting mechanisms. The
standard plan includes financial reporting and costs $4 per month.
The software that most emulates Save 2 Pay is Mvelopes. For over a decade, Mvelope has
provided hundreds of thousands of people at over 14,000 financial institutions the ability to use a
modernized version of the envelope method. Mvelopes interfaces directly with financial
institutions to allow for a download of the transactions and allocates the monies into the various
expenditure envelopes. Mvelopes provides guidance in setting up the accounts and literature to
help determine common expenditures and recommended amounts. The downside is that there is
a cost of $129.60 per year.
In one blog, it was noted that ING offered a similar set up as Save 2 Pay. However, upon further
research, no such offering was uncovered.
One of the most successful programs found was Dave Ramsey’s envelope system. Dave
Ramsey, host of a nationally syndicated radio program discussing personal finance topics, sells a
kit that includes physical envelopes and a carrying case designed after the “old school” envelope
method. Comments2 on his website indicated the system to be effective, yet a bit cumbersome.
Comments (daveramsey.com)2:
“I recently started the envelope system and love it!” QuebecGal October 6 2010 6:17 PM
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“Just getting started here with the envelope system...I have a question for you all. Does anyone
have any idea how I can get cash to fund my envelopes without making a trip to the bank? My
bank is 45 miles away (we live in a rural area). Local ATMs only allow $100 withdrawals and I
need more to fill my envelopes. We could change banks but I would have to give up online
banking and free checking to a small town bank. I can drive once a month to the bank when I get
paid, but that seems to defeat the purpose of direct deposit. Any advice is welcome..thanks!”
Vicky January 08 2011 10:47 PM
“I don't like the idea of having cash in the house so I opened up 8 free checking accounts minus
the checks. I named each account and have automatic withdrawals from certain ones and transfer
money to the main account and write a check on the others. The bank accounts are really the
envelopes.” Scott December 10 2009 9:09 AM
Research uncovered many blog postings from people who created their own version of the
envelope method. Whether the advice was passed down from generation to generation or they
Googled budgeting advice, consumers are blogging that the envelope method is a simple and
effective way to save for life’s necessities.
BALANCE Financial Fitness out of San Francisco, CA assists thousands of individuals each
year in creating personal spending plans and they too recommend the envelope method.
BALANCE’s Jeannine Moore says, “Our counselors suggest for members to set aside a predetermined amount of money from each paycheck for both expected expenses such as a quarterly
insurance payment, for example, and for “unexpected” expenses like auto maintenance, home
repair or other expenses that many members don’t plan for, but are a financial reality that can
derail financial success. We often recommend that the member establish a series of share
accounts at their credit union- each for specific expenses- and automatically transfer a predetermined amount into each one every month or pay period.”

Save 2 Pay offers just that. Save 2 Pay differs from other offerings by simplifying the process.
There is no software to connect to, no cumbersome downloads, and it’s free. Members visit the
credit union’s website to complete a short form listing all lifestyle expenses. A recommended
spending plan based on the US Department of Labor’s statistics serves as an educational
component with recommended guidelines. Once complete, the form is then given to a credit
union representative who completes the process by creating the accounts that correlate with the
spending plan. Transfers are initiated upon direct deposit and automatically disburse the funds to
the various accounts. All accounts are managed by the member within the credit union’s home
banking system. Knowing the impact of every spending decision, allows the member to have
total control over their finances.
Save 2 Pay works because it becomes a competition with yourself. You will quickly find
yourself trying not to spend all the money in the envelopes, and every bit that you save each
month can go towards savings or paying off debt. As your debt shrinks and your savings grows,
you will be more and more motivated to save money.
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PILOT RESULTS
To support the Save 2 Pay account concept, we surveyed credit union members and nonmembers utilizing the following methods:
1. Member pilot
2. In-person interviews
a. Respondents who already use similar concept to Save 2 Pay
b. Respondents who were not familiar with Save 2 Pay
3. Survey
Member Pilot Summary:
Two members agreed to pilot the Save 2 Pay concept. Each of the members spent time on their
own creating their customized accounts with the amounts they wished to transfer on a monthly
basis. Both members are users of home banking and one utilizes Mint for budget tracking
purposes. The accounts that were selected are:
•
•
•
•
•
•
•
•
•

Car Maintenance
Christmas/Birthday Gifts
Entertainment
Educational Savings
Family Savings
Home Maintenance
Medical Expenses
New Car Purchase
Vacation

Anecdotally, each of the members were excited about the concept and strongly felt that it would
help them save more money throughout the year. The benefit of the credit union taking the
responsibility of setting up their accounts was seen as the most attractive aspect of Save 2 Pay.
Furthermore, the automatic transfers and accounts were set up in a matter of minutes. Most of the
time taken was in discussion concerning the amounts to transfer.
In-Person Interview Summary
Respondents Who Already Use Similar Concept to Save 2 Pay
All twelve respondents who use a similar method (ex: jars, envelopes, multiple accounts) to the
proposed Save 2 Pay account find that money management / budgeting is simple and easy for
them to stay on track of their finances resulting in less personal stress and worry. They find that
they are rarely caught off guard and tend to be less forgetful and manage to pay their bills on
time. Some have found that this method enables them to plan ahead for their needs and wants
making them more conscious about spending within their means.
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It is interesting to note that respondents wanted their financial institution to develop a product
which mimicked the method that currently works for them. Common terms they would like to
see would include: ease of set up, simple use and having knowledgeable staff who would respect
the need for simplicity without trying to sell them something more complicated.
When asked if they let their money rollover from year to year if any funds had not been used, the
majority said yes, but earmarked the excess for something special or to go into a slush fund in
case expense cost rose in the following year. Despite the opportunity to roll over excess funds
from year to year, ten respondents indicated that their budgeted expense categories fuelled by
their monthly pay checks didn’t allow for much unplanned expenditures but forced them(in a
positive way) to be more creative with their lifestyle decisions.
Despite this calculated way to “save to pay” for expenses, 99% of the respondents were very
aware of the money in their envelopes as they counted on the funds being there to better manage
their personal and family expenses.
Respondents who were not familiar with Save 2 Pay
After interviewers explained the basics of Save 2 Pay, including default budgeting options,
respondents were asked several questions relating to the product.
All fifteen respondents found Save 2 Pay easy to understand, straightforward and a useful
concept. Nine out of fifteen respondents rated their interest in this product between 4 and 5 on a
scale from 1 - 5 (low to high). Interestingly, parents seem to favor this type of account to manage
their family expenses and to assist them in educating their children about budgeting and work,
versus lifestyle decisions. Five respondents rated their interest from 1-2 as they were either not
yet responsible for their expenses (youth) or they already used a different method to manage
their finances.
100% of those surveyed responded that they used online banking on a regular basis thereby
supporting the operational methods of the Save 2 Pay product.
Another consideration being explored was the types of lifestyle expense categories which could
be offered as default “envelopes.” Seven respondents indicated that they had previously used
“specialized” accounts to save for vehicles, wedding expenses, and roof repairs, but most used
them to save for family holidays. Those that indicated they had never used a specialized account,
had either never had the need or had not understood the “Christmas Club” savings account
example used in the question.
Written Survey Summary:
The following written surveys reflect the respondent’s comments after a brief description of
Save 2 Pay account product concept was described by the interviewer. This is a summary based
on nineteen respondents (no statistical information was provided).
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Do you have any questions based on the description concerning the "Save 2 Pay Account
Result:

Yes = 1

No = 18

Please rate your interest in ”Save 2 Pay" from 1 to 5 (1 ‐ No Interest and 5 ‐ I Would Use This Product).
Result: 1 = 13 | 2 = 2 | 3 = 1 | 4 = 0 | 5 = 2 | N/A = 1
Do you use your financial institution's home banking services? (this account can be monitored from home
banking)
Result:

Yes = 11

No = 8

Have you ever used a "Christmas Club" savings account?
Result

Yes = 9

No = 10

OPERATIONAL AND OTHER CONSIDERATIONS
Before adding Save 2 Pay to a credit union’s table of products and services, they may wish to
consider the following:
•

•
•

•

Providing home banking is a critical piece of the Save 2 Pay infrastructure. This is a
critical piece since this is how they can monitor their accounts and if they are using a
personal financial management tool, it will either be part of the home banking system
or it will connect to the account through the home banking system. Those credit
unions that do not offer these services may not want to offer this product.
Based on a credit union’s structure, some fees may apply for the transfer of funds
from non-transactional accounts in accordance with REG D.
The ability of your core system to provide employees with the customized account
names (e.g. Vacation rather than sub-account number) is critical. When members call
in to ask about specific accounts, staff must be able to understand which accounts
members are referring to based on the name they have given it.
The number of sub-accounts that are available. Some core systems may have limits
on the number of sub-accounts.

FINANCIAL PRO-FORMA/ROI
A strong loyalty with members can yield numerous benefits to a credit union. There is no
shortage of lip service in corporate America these days about customer loyalty. The advent of the
loyalty movement began in the 80's in the airline industry and expanded to cover every major
industry. Over 75% of consumers have at least one loyalty card, according to Jupiter Research.
The best way to build loyalty with a member is to put the members’ interests first, which is what
the Save 2 Pay program does.
Since the Save 2 Pay site is hosted as part of the credit union’s existing site, there are no start-up
costs for the program or ongoing costs.
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When you increase loyalty with a member, the member is more inclined to bring his/her
additional business to the credit union and his/her friends business to the credit union. It is
difficult to quantify the revenue benefits of loyalty; however, there are other “soft” benefits to
loyalty such as:
• increase depth of wallet from existing member base
• word of mouth marketing
• identify product/service problems earlier
• improve profitability
• provide a competitive advantage

RESOURCES
1

Department of Labor Visual Economics: How The Average U.S. Consumer Spends Their
Paycheck - http://www.visualeconomics.com/how-the-average-us-consumer-spends-theirpaycheck/#ixzz1EY1MeZY5
2

Dave Ramsey.com:
https://www.mytotalmoneymakeover.com/index.cfm?event=displayTestimonialPartial

GETTING STARTED
1. Contact us if interested at innovation@filene.org
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Application Screenshots
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