Treasury Department Brings New Focus to Boosting Direct Deposit

For years, there has been a concerted effort by the Federal government to move federal payment recipients who receive their payments by check over to electronic transfer, or EFT.  The electronic option is more efficient and less expensive, from the government perspective, and safer, more secure, more reliable and convenient for consumers.  

Accordingly, increasing the percentage of payments issued by EFT is an important goal for the Federal government.  Although most payments are already issued electronically, millions of checks are still mailed each year (about 240 million annually), and it costs the government an extra 62 cents to send each check.  In other words, at a minimum, the Federal government saves 62 cents per check on postage, printing supplies, and paper—as much as $62 million for every 100 million payments converted to EFT.  Since 1986, the Federal government has saved $5 billion as a result of its progress in making payments by EFT rather than by check.

A New Approach to Increasing the Use of Direct Deposit

In 1996, 56 percent of federal benefit, wage, salary, and retirement payments were made by direct deposit.  Today, roughly 77 percent of these payments are issued electronically.  To build on the progress that has been made, the U.S. Treasury Department’s Financial Management Service (FMS), the Federal Reserve (Fed) and the Social Security Administration (SSA) have initiated a major collaborative effort to increase EFT use.  

The first phase of this effort took place over the last year with a major market research initiative.  The second phase, which is just now getting underway, involves the development of a marketing campaign based on the results of the market research.  

Looking at Why Check Users Prefer Checks

During the research phase, Wirthlin Worldwide, a major research and consulting firm, was selected to look at why check users prefer checks.  Wirthlin focuses on research that is designed to produce an understanding of motivational factors that prompt people to make decisions or change their behavior.  In this case, the Wirthlin approach enabled the Fed, Treasury, and SSA to better understand the linkages between the rational and emotional aspects surrounding use of electronic transfer programs, the goal being to identify key causal factors that predict EFT usage or checks.

New Insights into the Attitudes of Check Users

Wirthlin’s research focused on SSA and SSI payment recipients.  The research identified some of the key characteristics of SSA and SSI recipients and pinpointed some challenges and some opportunities to increase EFT use.  For example:

· There appear to be four basic reasons why some payment recipients stick with checks instead of switching to direct deposit:  inertia or lack of motivation to switch; the need for more information about the benefits of EFT; a strong emotional preference for checks; and mechanical reasons - the lack of a bank account in which to receive electronic transfers, for example.

· Interestingly, a sizable percentage of check recipients see the appeal of direct deposit.  About 31 percent were inclined to move to direct deposit, if properly motivated.

· Researchers found that SSA offices have considerable credibility with SSA and SSI recipients, which could be leveraged to enhance the appeal of EFT, particularly during the benefit sign-up process.  

· Checks give recipients a sense of control.  Check users appear to like the “tangibility” of checks.  These are two factors that will likely need to be addressed in order to convince many payment recipients to switch from checks to EFT.  

· Finally, the research also yielded informative data on the unbanked population.  For example, the number of unbanked check recipients was estimated at about 4.5 million.  In addition, researchers found that banks are actually the most common place where SSA and SSI payment checks are cashed, a fact that could lead to future opportunities to convert some of the check recipients to EFT.

Looking to the Future - Marketing to the Needs of Check Users

Looking ahead, with a better understanding of the “motivational triggers” to participation in electronic payment programs, the next step is to design a communications strategy based on what the agencies involved in this effort now know about check users and direct deposit users.

A marketing firm, Weber Shandwick, was recently selected to develop a new EFT marketing campaign.  In the months to come, the details of this marketing campaign will fall into place.
Treasury and the other partner agencies in this effort are optimistic that this new focus will help the federal government build on years of progress and reach out to the remaining check users to switch them to EFT, and in the process improve the quality of the service we provide to payment recipients.
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