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PROBLEM DEFINITION 

A large portion of Americans today are in financial crisis, living paycheck to paycheck to make ends 
meet. According to the Federal Reserve Board’s Survey of Household Economics and Decision-
making (SHED), 44% of Americans said they either could not cover an emergency expense costing 
$400 or would cover it by selling something or borrowing money. While this number is an 
improvement over the 50% of Americans that responded in 2013, this is still an issue nearly half of 
America are struggling with. In fact, 55% of American households don’t have enough savings to 
replace a month’s worth of lost income1.  

Why is this the case? 

The obvious culprit is the rise and availability of credit. Availability of credit surged in the 80’s & 90’s, 
in part to it being available in ways it never was before. The 1978 Supreme Court decision in 
Marquette National Bank of Minneapolis v. First of Omaha Service Corp ruled that state usury laws, 
which put limits on credit card interest, did not apply to nationally chartered banks doing business in 
those states. That let big national banks issue credit cards everywhere at whatever interest rates they 
wanted to charge, and it gave the banks a huge incentive to target vulnerable consumers. 

By the mid-80’s credit card debt was soaring. What followed was a generation-long period where 
recessions were rare and mild, the so-called Great Moderation, and the risks of carrying debt seemed 
low. Then came the Great Recession, “There was a spike in credit use because people were using 
credit in place of emergency savings. They were using credit as a life raft.” says Bruce McClary, Vice 
President of Communications for the National Foundation of Credit Counseling1.  

In 2015, Value Penguin found, through analysis of Federal Reserve and TransUnion data, that 38% 
of households carried some credit card debt, more than $15,000 on average1. What has resulted is a 
large population in America that has high debt and low savings, a crippling combination in the face of 
a financial emergency.  

Wage stagnation has been another major contributor to the financial instability of Americans. Over 
the entire 34-year period between 1979 and 2013, the hourly wages of middle-wage workers were 
stagnant, rising just 6%—less than 0.2% per year2. After adjusting for inflation, today's average hourly 
wage has just about the same purchasing power as it did in 19792. Even with more Americans in the 
household working, median net worth has seen steep declines, down 85.3% from 1983 to 2013 for 
the bottom income quintile, and down 63.5% for the second-lowest1. 

So where do Americans go when an unexpected expense arises? A large number have turned to 
payday lenders. This isn’t helping the situation. According to the CFPB, one loan can result in an 
APR of 400%, with the first payment needed almost immediately within their next paycheck. 80% of 
these loans are rolled over or re-borrowed within a year. This translates to an average of 10 loans per 
year, which equals nearly 199 days out of 365 days in a year that these individuals are in debt. 

What’s worse is that this crisis is affecting our health as well. A 2014 survey by the American 
Psychological Association found money to be the country’s #1 stressor, with 54% of Americans 
saying they had just enough or not enough money each month to meet expenses and 72% reported 
feeling stressed about money at least some of the time. Nearly a quarter rated their stress “extreme.” 

What can be done to help Americans improve their financial wellbeing? Can the impact of 
unexpected expenses by minimized? 

How might we create alternative services for members who have 
unstable/variable incomes? 
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INNOVATIVE SOLUTION 

Savings Advance is an employer offered benefit that creates an easy way to build savings and 
reinforce savings habits while retaining access to funds for unexpected expenses. 

• Hassel Free – automated payroll deductions, annual commitment, set it and forget it.

• Flexibility – access to your savings as well as advances on committed future savings. Life
happens, be ready.

• Sense of Community – build healthy financial habits with like-minded co-workers, you’re not
alone.

• Celebrate YOU – bonus at the end of the savings period, the benefits of membership.

• Low fee – only charged on future savings borrowed, emergency access you can afford.

Derived from Savings Clubs found in African and Caribbean cultures, Savings Advance puts a twist 
on the concept, allowing you access to cash at any time during your participation in the program. The 
more you save, the less you’ll have to pay for that emergency expense. A fee is charged only on 
money you advance from your future savings. No fee is charged for using money you have already 
contributed and saved. And for any cash that you save and don’t withdrawal during the cycle, you 
receive a 5% bonus, better than any regular savings account. 

As an employer offered benefit, Savings Advance allows for easy payroll contributions and 
establishes a trusted community with people you already know, your coworkers. Create a team and 
choose who you want to partner with on reaching your savings goals. With in-app messaging, 
privately communicate and encourage your team throughout the savings cycle. 

By alleviating financial stress for employees, employers will save as well. In a medium sized company 
of 1,000 employees, on average, 30% will be distracted at work due to financial stress3. 46% of those 
employees will spend more than 3 hours a week on their finances at work. With an average hourly 
wage of $17.24, lost productivity per year can total over $3,000,0003.  Employees dealing with 
financial stress are also more likely to take time off to deal with their finances. By offering Savings 
Advance as an employee benefit, companies take advantage of a win-win. Extending financial 
security to their employees and saving money at the same time. 
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PROTOTYPE 

An online prototype of Savings Advance was developed and shared with Credit Union Professionals 
through an online survey. Participants were asked to walk through the application taking note of 
several different features (Enrollment, Joining a team, Withdrawing funds, Monitoring account activity, 
and Chat).   

Enrollment process:  Since the app is employer based, it is tied to the user’s payroll deduction. 

Join a Savings team:  You can join an existing savings team or create your own and invite your co-
workers to join. 



May 4, 18 | CONCEPT DOCUMENT | Filene i3 | Page 5 

Withdraw funds:  You can request access to the money you saved and an advance on future 
savings. 

Monitor Account activity:  You can review your savings balance and withdrawals. 

Chat:  Encourage co-workers from individual and group chat features. 
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TESTING AND RESULTS 

We built a clickable prototype that took users through the process of enrolling, joining a savings 
group, withdrawing money, viewing balances, and engaging with their savings group. 

We sent the clickable prototype to credit union professionals and members of Filene to review and 
offer feedback.  We received 42 responses. 

• 61% of respondents had a positive reaction to Savings Advance.

• 19% of respondents believed they would have a need for the product. Only 7% of
respondents would use this product if available from their employer. We believe this number
may be understated as many of the respondents were likely not in the target market or need
state that this product addresses. More research should be done around this point to confirm
if the lack of need may also be a function of exposing financial challenges and concerns in
the workplace.

• Reaction was mixed to the fees associated with this product. The open ended comments
suggest there was confusion about the withdrawal fee applying to one’s own savings; the fee
only applies to money advanced from future savings. In the presentation and benefits, we
clarify that the fee only applies to funds beyond the money you have already saved.

• The chat feature in the tool was the lowest rated feature and receive mixed feedback in the
open ended comments. While the social element is an key feature in other types of lending
and savings clubs, more work should be done to understand if this product is more appealing
if it is an individual based product or if the chat feature is optional in a group environment.

Feature Importance 

Track savings in progress 85% 

Access cash in case of emergency 73% 

Track account activity 73% 

Improve savings habits 71% 

Ability to save through payroll deduction 61% 

Chat with Friends 10% 

App Usability Easy 

Enrollment 92% 

Withdrawing funds 85% 

Selecting a group 77% 

Account activity 75% 

Chatting with Friends 75% 
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BUSINESS MODEL AND 3-YEAR FINANCIAL PROFORMA 

Key Partners 

CUSO/Credit 
Unions 

Employers 

Employees 

Key Activities 

Participants will save 
money through payroll 
deduction 

Participants will also be 
able to withdrawal  funds 
from current savings (for 
free) and future savings (for 
a fee) 

Participants are able to 
track savings progress 

Participants will be able to 
encourage others within 
their savings circle 

Value Proposition 

An employer offered 
benefit, Savings 
Advance creates an 
easy way to build 
savings and savings 
habit while retaining 
access to funds for 
unexpected expenses. 

Employers will be able 
to address productivity 
loss from employees 
that are experiencing 
financial distress. 

Customer 
Relationships 

Employers offer this 
service to 
employees. 

Credit Unions/CUSO 
facilitate the money 
transactions 

Employees have a 
CU account to store 
savings, receive 
bonuses, access 
cash, and pay fees. 

Customer 
Segments 

Employees who 
need access to cash 
in emergency and 
desire to build a 
savings habit 

Employers who was 
to increase 
employee 
productivity by 
easing their 
employees’ financial 
burdens. 

Key Resources 

Credit Unions/CUSOs 
- Dev staff
- Business
development/sales staff to
sign-up employers
- Help desk to respond to
issues

Platform to facilitate the 
savings club including 
social dynamic. 

Channels 

Digital app through 
Employer portal.   

Access funds via CU 
channels. 

CU savings account 
to store funds during 
program 

Participants will have 
multiple choices on 
how to receive funds 
(e.g., deposit into 
existing primary 
account) 

Cost Structure 

Website/App Development 
Help desk and sales staff 
Savings bonus 

Revenue Streams 

Subscription Service to Employer 
Withdrawal fees to access future savings 
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Revenue

Number of Employer subscriptions 10 40 100 150

Employer size 1000 1000 1000

% distracted by financial stress 30% 30% 30%

Employees/employer financial distress 300 300 300

% participation 50% 50% 50%

Number of Employees in Savings circle 150 150 150

Number of Employees all Employers 1500 6000 15000 15000

Subscription per employee/ month 2$    2$    2$    

months 12 12 12 

Subscription fees 36,000$     144,000$    360,000$    540,000$       

withdrawal fee on advanced savings 10% 10% 10%

Average advance 200$     200$     200$    

Withdrawal fees 20$    20$    20$     

% employees withdraw early 40% 40% 40%

number employees withdraw early 600 2,400 6,000 

Withdrawal fees 12,000$     48,000$     120,000$    180,000$       

Annual Employer fee 2,000$    2,000$    2,000$     

Set up Fees 20,000$     80,000$     200,000$    300,000$       

Total Revenue 68,000$     272,000$    680,000$    1,020,000$   

Expenses

Savings platform 300,000$    50,000$     50,000$    400,000$       

Bonus 5% 5% 5%

Average savings $400 $400 $400

Bonus $20 $20 $20

% employees save 60% 60% 60%

number of employees with bonus 900 3600 9000

Bonus rewards $18,000 $72,000 $180,000 270,000$       

Loan loss % 1% 1% 1%

Amount advance on future savings $120,000 $480,000 $1,200,000

Loan Loss $1,200 $4,800 $12,000 18,000$    

FTE 1.0 2.5 3.0 

hours/ FTE / year 1,680.0          1,680.0           1,680.0             

Hourly wage $25 $25 $25

Overhead/Admin (staff) $42,000 $105,000 $126,000 273,000$       

Total Expenses 361,200$    231,800$    368,000$    961,000$       

Net Income (293,200)$     40,200$     312,000$    59,000$    

CUSO Proforma Year 1 Year 2 Year 3 Total



COMMENTS, NEXT STEPS, AND CALL TO ACTION 

We all are aware there are many individuals who need help with savings. Savings Advance is 
an employer offered benefit which will make it a bit easier for people to save for an 
unforeseen emergency/circumstance. With its easy to use app, people can join a savings 
group, request access to money they saved or need to borrow and even review their current 
savings balance and/or history.  

Savings Advance is a solution that can help and ease the peace of mind for individuals who 
need the help the most. After all, aren’t we working within the credit union movement that 
chooses to serve the underserved?!? 

Help us bring Savings Advance to your credit union. Join us in this crusade to help others 
achieve their savings goals. For more information on Savings Advance, please contact the 
Filene Research Institute and express your interest. Thank you for your time and 
consideration.  

1 Gabler, Neal. “The Secret Shame of Middle-Class Americans” TheAtlantic.com. N.p. 2016. 
Web 
2 Taylor, Ben. “Why half of Americans can't come up with $400 in an emergency” 
USAToday.com. N.p. 2017 
3 PwC. (2017). Special Report: Financial stress and the bottom line.  
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APPENDIX I: Savings Circle Concept Survey 
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APPENDIX II: Savings Circle Employer Benefit Calculations 

Calculations to determine the impact on employers of employees dealing with financial stress 
in the workplace were based on statistics provided in PwC’s Special Report: Financial stress 
and the bottom line. 
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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 




