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Abstract 

What helps individuals overcome self-control problems in saving? Successful 

mechanisms such as defaults and direct deposits from wages cannot be applied to 

those working in the informal sector or to independent entrepreneurs. This paper 

analyzes a commitment device based on accountability in a peer group. Our findings 

indicate that peer groups may be an important mechanism helping people overcome 

self-control problems. The results from a randomized field experiment with low-

income micro-entrepreneurs in Chile show that the peer-based commitment device 

strongly increases the number of deposits in a formal savings account and 

significantly increases the average savings balance. Consistent with a model of self-

control in peer-groups (Benabou, Battaglini and Tirole, 2005) this effect is 

particularly strong for those who believe that they are better than their peers at 

following through with their goals. Using an additional treatment with a substantially 

increased interest rate as a benchmark, we estimate that the effect of the peer 

commitment mechanism corresponds to an increase of the interest rate of 

approximately 6.5 percentage points. 
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1 Introduction 

A growing body of literature in economics has shown that over-coming self-control issues 

is key in helping people to reach their own savings goals (Laibson 1997, Angeletos et. al 

2001). A large segment of the population, both in the formal and informal labor markets in 

developing countries, report that they are unhappy with their current savings amount and 

regret not having saved more (Choi et al. 2002 for the US, authors’ survey results for 

Chile). A recent study by Dupas and Robinson (2008) also suggests that the lack of access 

to savings account may be constraining investments and expenditures, particularly among 

women. 

For people working in the formal labor market in developed countries, a series of 

deposit incentives such as defaults and direct deposits from wages have been found to be 

effective in helping people overcome their self-control problems and increasing the amount 

deposited into savings accounts (e.g., Madrian and Shea 2001, Benartzi and Thaler 2004). 

However, most of these mechanisms cannot be applied to those working in the informal 

sector or to independent entrepreneurs. This paper uses a randomized field experiment to 

test the power of a peer commitment device in helping individuals save more.  

There is plenty of circumstantial evidence suggesting that people use peers to 

overcome self-control problems by joining support groups. Weight-loss programmes with 

regular meetings, formal organizations like Alcoholics Anonymous, or informal groups like 

running teams among friends are found in numerous social contexts. While self-control 

problems and peer effects are seen as natural complements in psychology, they have been 

widely treated as separate elements in economics. Battaglini et al. (2005) brings these 

elements together using a model of information spillovers where observing each other’s 
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behavior affects an individual’s perceptions about his or her ability to deal with personal 

impulses. The main prediction is that while peer groups can be helpful in overcoming self-

control problems in general, the groups are most helpful for those individuals who are 

slightly better than their peers at achieving the common goal. 

We evaluate the effectiveness of an accountability structure using peers as a 

commitment device as a way to motivate savings into a formal savings account for about 

2700 low-income micro-enterpreneurs in Chile. 68% of participants say they frequently 

regret not having saved more. The experiment can also test key predictions of the model by 

Battaglini et al. (2005). We also compare the effect of this treatment with the impact of a 

purely financial incentive in the form of a substantially increased interest rate as a way to 

illustrate the efficacy of the peer treatment. To our knowledge, this is the first study to 

evaluate the impact of a peer commitment device on the use of savings account.
1
 

The study is conducted through a randomized field experiment among members of 

Fondo Esperanza, a Chilean microfinance organization whose members are micro-

entrepreneurs in a mostly urban setting, and meet on a weekly basis in groups of 10-20 

participants. This context allows us to analyze the potential role of peers as a commitment 

device, and to compare it to the importance of the interest rate. We randomly selected some 

groups to be offered savings accounts of varying characteristics: a regular account, a high-

                                                 
1 Bershears et al. (2009) study the effect of informing employees of a US firm of other employees’ 401(k) 

plan participation. Their result show that peer information increases savings only for certain employees and 

not for others. Ashraf et al. (2006a) analyze a commitment mechanism in the Philippines that allow for 

withdrawals of savings only after a certain date, after a certain amount has been accumulated, or for a specific 

purpose. They show that such a commitment device can increase savings and is particularly attractive for 

present-biased individuals. One preceding study that looks at a deposit commitment device in a developing 

country is Ashraf et al. (2006b). They look at the determinants of participation for a deposit collection service 

for micro-savers in the Philippines and find that distance to the branch of the bank, a measure of transaction 

costs, and marriage status, a measure of intra-household dynamics, have significant predictive power on 

participation. 
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interest rate account, and a regular account with a commitment device based on 

accountability in the peer group. Individuals in groups who are randomly assigned the peer 

treatment have an opportunity to publicly declare their weekly deposit goal in their group. 

Their pledge is subsequently monitored in the regular meetings, and compliance is 

rewarded with public acknowledgement in the group.  

The results show that individuals assigned to the peer-based commitment device 

make about three times more deposits and have an average balance in their accounts that is 

65% higher than the balance of those with a regular savings account without the peer 

incentive.  Among those whose self-assessed ability to reach their goals is higher than the 

average of their peers, their average monthly balance is 2.9 times higher in the peer 

treatment than with a regular savings account. These findings indicate that peer groups may 

be an important mechanism to help people overcome self-control problems, particularly in 

areas where formal commitment devices are not available, and that individuals benefit most 

from joining commitment-groups where their peers are slightly less apt than themselves at 

reaching the shared self-control objective. This supports the model of Battaglini et al. 

(2005) and is not in line with the prediction of a linear model for peer effects where the 

relationship between the quality of the peers and individual performance is monotonic.
2
 

Our results suggest that the story may be more complicated, and that in certain contexts, 

peer effects can be nonlinear over certain domains. 

 As a way to give some practical meaning to the impact peer treatment we also 

introduced a savings accounts offering 5% annual real interest, which is substantially 

higher than the 0.3% offered in the peer treatment. To our knowledge, this is the first study 

                                                 
2 This is the case, for example, when estimating peer effects on educational outcomes (Hoxby 2000, Sacerdote 

2001), or on participation in savings programmes (Duflo and Saez 2003). 
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to evaluate the direct impact of an exogenously varying interest rate on the use of a savings 

account.
3
 We find that the average balance in these accounts is 48% higher than the balance 

of those with a regular savings account, but the difference is not statistically significantly 

different from zero, and not statistically different from the 65% increase observed in the 

peer treatment. Taking the result from the interest rate treatment as a benchmark, we 

estimate that the effect of the peer commitment mechanism corresponds to an increase of 

approximately 6.5 percentage points of the interest rate. 

The remainder of the paper is as follows. We first describe the context and 

background of the analyzed population, the experimental design and the data in Section 2. 

We then illustrate our empirical strategy in Section 3, before presenting the results in 

Section 4. Section 5 concludes. 

2 Background, Experiment Design and Data 

2.1 Background 

This randomized field study is conducted in collaboration with two partner institutions:  

The microfinance institution “Fondo Esperanza (FE)”, and a large private bank, “Banco de 

Chile”. Different types of savings accounts are being offered to randomly chosen members 

of FE, in order to study the impact of their varying characteristics on savings behavior.  

                                                 
3 There is a substantial economic literature in macroeconomics on the elasticity of inter-temporal substitution, 

identified by time series movements in interest rates, but evidence in micro-empirical literature on the impact 

of the interest rate on savings is missing. While Gruber (2006) studies the effect of variation in after-tax 

interest rate on consumption, in developing countries, interest rate sensitivity has been analyzed mainly in the 

context of credit: Dehejia, et al. (2005) in Bangladesh, and Karlan and Zinman (2006) in South Africa. Duflo 

et al. (2006) show in a field experiment with H&R Block that monetary incentives to save, i.e. increasing the 

match rate for IRA contributions, increase savings but are the effects are relatively modest.  
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The context of FE is particularly suitable to study the savings behavior of those 

working in the informal sector and micro-entrepreneurs, as well as the role that peers can 

play in the form of a commitment device. Members of FE are self-employed micro-

entrepreneurs (e.g. street vendors, cosmetic saleswomen), many of whom work in the 

informal sector. Given that they do not receive a regular formal wage, the types of 

commitment devices developed for employees of a formal firm will not be applicable for 

this population.  

Members of FE meet regularly, on a weekly or biweekly basis, in groups of 10-20 

peers, together with a group monitor from FE. This feature allows us to study the impact of 

peer effects. About 90% of FE members are women, who live and work mostly in urban 

areas. Participants receive micro-loans from FE in 3-month cycles, and repayment is 

monitored by the group leader in their regular group meetings. Their mean monthly 

household income is about 364,000 Chilean Pesos, or about 730 USD, with an average of 

4.3 members in the household. Mean education is 9.6 years, and 68% of FE members do 

not have a savings account prior to the study.   

The savings accounts that are offered to clients of FE are being held at the 

commercial bank “Banco de Chile”, because FE is not a licensed bank and is therefore not 

legally allowed to hold savings deposits. The bank agreed to offer a savings account with 

no maintenance fee or minimum balance with a 0.3% real interest rate to participants of this 

study, as well as a special 5% real interest rate to a randomly selected sub-sample of the 

participants (discussed below). 
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2.2 Study Design 

The study was conducted among 196 groups and a total of 2,682 clients of the microfinance 

organization Fondo Esperanza (FE). In these groups, a baseline survey was first conducted 

in April/May 2008, which was administered to each group in one of their regular meetings 

and filled out by each participant individually. In the weeks following the baseline survey, 

one of three types of savings accounts with the commercial bank Banco Credichile was 

introduced to the groups, with an offer to open such an account.  

The universe of study participants consists of all those members of the 196 groups 

who were in the meeting when the baseline survey was conducted. Each group was offered 

only one of the three types of savings accounts, without knowing the existence of the other 

types of accounts. All three types of accounts were attractive compared to other options in 

the market in that they have no maintenance fees, no minimum balance, and they come 

with an offer to go to the bank together with other interested members of the group on a 

given day in order to open the account together.  

Among those offered a savings account, different groups were randomly selected to 

be offered one of three types of accounts: 46 groups were offered a basic savings account, 

46 groups were offered a high interest rate savings account, and 104 were offered a basic 

savings account with a commitment device based on accountability in the peer group. We 

will now describe each of these accounts (treatment) in turn:  

1. Basic savings account: The basic savings account is an individual savings account with 

Banco Credichile, with a real annual interest rate of 0.3% (similar to highest available 

alternative in the Chilean market), no maintenance fees, no minimum balance, and a 2 



!

! ) 

dollar minimum opening deposit. The general conditions of the basic savings account is 

the same as for all accounts: savings are hence completely liquid for withdrawal at any 

time and the conditions of all three types of accounts are guaranteed by Banco 

Credichile for a minimum duration of at least two years, after which, in case conditions 

change, participants receive a letter informing them of the change and have the option 

to maintain their account under the new conditions or withdraw their savings. 

2. Peer commitment account: To the basic savings account an accountability structure is 

added in which peers can act as a commitment device in the following way: group 

members have the option to publicly announce to the group their savings goal for the 

coming credit cycle (approximately 3 month), and their corresponding weekly savings 

goal. Subsequently, in each group meeting it will be discussed who complied with their 

own savings goal and who did not. Those who complied are asked to show a deposit 

slip to prove it and receive a sticker in a booklet. Those who collect enough stickers 

receive a diploma as a non-monetary award. 

3. High interest account: The high interest rate account is identical to the basic account, 

but with a 5% real interest rate instead of the 0.3%. It was introduced to the group 

explicitly as the highest yield savings account in the market, and the concept of interest 

rate and compounded interest rate was explained to participants in the meeting where 

the account was introduced. 

Table 1 presents summary statistics for the 307 groups in our sample. As expected 

given the random assignment, average characteristics in the groups assigned to different 

treatments are very similar, with the exception of group size. 

[Table 1 about here] 
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Participants in the study have an average of 9.65 years of schooling and their mean 

age is 43 years. Income per capita of their household is 84,212 pesos (about 160 USD), 

with an average household size of 4.3 people. 32% of participants already have a savings 

account prior to the study. Their mean total savings are 69,108 pesos, and their mean debt, 

including the micro-loan from FE is 408,312 pesos. The larger amounts of debt compared 

to savings is not surprising given that participants are entrepreneurs and most of their debt 

is backed up by inventories and future sales.  

The median number of people who were present the day of the baseline survey is 

14.7 per group, with a slightly lower average of participants in those groups offered the 

basic savings account than in groups offered a high interest or a peer-commitment type of 

account. The baseline survey includes a series of attitude questions towards savings, as well 

as a measure of participants’ discount rate, the extent of hyperbolic discounting, their 

numeracy skills, etc (see appendix A1 for a detailed description). Results from an F-test 

clearly reject the null hypothesis that they are jointly significant in predicting whether a 

group has been assigned to the peer-commitment of the high interest rate treatments as 

opposed to the basic savings account.  

2.3 Data 

This study draws on three different sources of data: data on our key outcomes of interest, 

namely take-up and use of the savings accounts, is directly obtained from Banco 

Credichile, the bank holding the accounts. It includes information on which participants 

opened an account, whether they used the account after opening it, and the dates and 
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amounts of all withdrawals and deposits made during the first six months after opening the 

account.  

The second source of data comes from administrative files that the microfinance 

organization Fondo Esperanza collects about its members. This data includes information 

about estimated household size and income, participants’ years of education, as well as the 

credit history of each participant with Fondo Esperanza.  

Finally, we are complementing these two sources of administrative data with an 

extensive baseline survey, conducted in April-May 2008, during one of the group meetings. 

The surveys were administered by Centro de Microdatos from the University of Chile, an 

experienced survey organization. The survey data contains detailed information about total 

savings and total debt, as well as the composition of the savings and debt portfolio of the 

person, including bank accounts, informal forms of saving and borrowing. 

The baseline survey includes two questions about participants’ perception about 

their ability to achieve a goal: 1) “When making plans, you are very constant at following 

through with them?” and 2) “Do you think that you are more responsible than the average 

person in your group at following through with the goals that you set for yourself?” 

Participants answer those questions on a four-point scale from “Very Much Agree” to 

“Strongly Disagree”. As will be seen in the conceptual part, different peer commitment 

models make different prediction about whether people’s perception about their ability 

should matter. 
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3 Conceptual Framework and Empirical Strategy 

The following framework aims to illustrate the different channels that may affect savings in 

the provided savings accounts. Suppose that savings outcomes for individual i from group j 

are given by:  

(1)  yij=f(rj, pj, xij, eij) 

where rj is the difference of return between this new savings account and the best 

alternative in the market, pj stands for the peer accountability treatment, vector xij represent 

other known individual or group-specific factors (such as level of education, age, previous 

savings and debt, fear of entering a bank and ability to follow through) and eij describes 

possible individual and group-specific stochastic factors unknown to the researchers (such 

as motivation of the group monitor, fluctuations in income and expenditure needs and 

propensity to save).  

Outcome yij can take the values yij ={aij, dij, sij) where aij is take-up of the account, dij 

is the average number of deposits per month in the first six months after gaining access to 

the account, and sij is the average monthly balance during this time period.  

The effect of peer commitment: Considering the role of the accountability structure 

with peer as a commitment device, Battaglini, Benabou and Tirole (2005) model the effects 

of a group-based dynamic in which individuals have imperfect information about their 

ability to persevere and learn from their own past actions and as well as from their peers’ 

actions. Peer behavior can be a source of encouraging or discouraging news because it 

provides information about our own ability to persevere in long-term goals.  
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The model predicts that while peer groups can generally be helpful in overcoming 

self-control problems, the groups are most helpful for individuals who believe they are 

better than their peers at following-through with the goals they set for themselves. The 

reasoning is that those who feel they have fewer self-control problems than others in their 

group will feel most encouraged by observing their peers’ behavior: when observing a peer 

succeed in reaching their goal they think they can do it at least as well, but when observing 

a peer fail they do not feel as discouraged because they believe their self-control skills are 

better.  

In what follows, we test this key prediction, while remaining agnostic about whether 

the channel through which it works is information.  Other interpretations are consistent 

with a similar outcome such as a reputation and signaling game, where those who are at the 

bottom of the distribution find it too costly to achieve a positive signal through compliance 

and give up, while those on top of the distribution use the savings program to signal their 

higher level of responsibility with commitments.  

The key aspect of the model is its prediction that peer effects are not linear, may be 

negative over certain ranges, and can lead to multiple equilibria. Ceteris paribus, peer 

treatments may be useful for those with relatively high self-esteem, but not for others.  

Using equation (1), and given that the commitment is to make a regular deposit into 

the savings account, one may expect that the peer treatment should have a positive effect on 

number of deposits,  

(2)  !dij/!pj >0 
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If participants do not compensate the additional deposits with more frequent or 

larger amounts of withdrawals, we should also see an increase in average amount of 

monthly balances in the account:   

(3)  !sij/!pj >0 

We estimate the following two equations to test these predictions 

(4) dij = "pj + xij# + $ij   

(5) sij = "Pj+ xij# + $ij   

where pj is a dummy variable equal to one if the individual belongs to a group that has 

been assigned to the peer treatment and zero otherwise. The idea that peers can be an 

effective commitment device would be confirmed if " is greater than zero.  

The prediction of the non linear peer effect model suggests that the peer treatment is 

especially effective for those who have above average self-confidence about their ability to 

achieve a goal. Let us define cij as a variable representing the relative confidence in 

following through compared to the my peers. This prediction implies that the impact of the 

peer treatment is a function of cij   

(6)  !dij/!pj = f(cij) 

where f(cij) is assumed to be positive if individual i´s self-confidence is above the average 

of group j, but not otherwise. We run the following regression to test this prediction: 

(7)  sij = "pj + xij#+ %cij + &pjcij +$ij 

where cij is a dummy variable taking a value of one if the individual’s self-

confidence is higher than the average of their group, and zero otherwise. In xij we control 
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for the absolute level of confidence of following through with a goal. The prediction of the 

nonlinear model would be confirmed if & is significantly greater than zero and " is not 

statistically different from zero. 

The effect of interest rate differential: Considering the role of the interest 

differential, rj, the theoretical prediction suggests that a higher interest rate lowers the price 

of future consumption relative to present consumption, which would be expected to 

increase the savings rate.
4
 

Theory also predicts that those who had substantial amounts of previous savings 

will reallocate them into the new savings account as long as the gains from the increased 

interest rate are sufficiently high to overcome transaction costs.   

Using equation (1) this means that we would expect a positive effect on average 

savings in the new savings accounts for those who have access to the high interest rate 

account compared to those with a basic account:  

(8)  !sij/!rj >0 

In this study, we increase rj from a 0.3% real interest rate in the control group, which 

corresponds to the highest alternative available in the market, to a 5% real interest rate in 

one of the treatment groups. We can then estimate the following equation to test this 

prediction 

(9)  sij = "rj + xij# + $ij   

                                                 
4 Because savings balances are small is hard to imagine that a significant income effect from increasing the 

interest rate will take place. 
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where rj equals 1 if the individual i belongs to a group that receives the high interest rate 

account and zero otherwise. The prediction would be confirmed if " is significantly greater 

than zero. However, finding " not significantly different from zero would not necessarily 

represent a direct contradiction to the prediction, given that transaction costs may be too 

high for those with small amounts of pre-existing savings in low interest-rate accounts. 

We can sharpen our analysis by testing the same for a particular subsample of 

study-participants: those who had large previous savings in formal savings accounts, where 

the gains from an increased interest rate would be correspondingly larger. Let us define s´ij 

as the reported amount of previous formal savings. Holding transaction costs fixed, the 

higher the amount reallocated the higher the return for doing so. We would then expect the 

first derivative to be a positive function of previous formal savings:  

(10)  !sij/!rj =g(s´ij) ,  where  !g(s´ij)/!s´ij>0 

We test this with the following regression: 

(11)  sij = "rj + xij# + %hij + &rjhij + $ij 

where hij is a dummy variable taking a value of one if the individual had high previous 

savings s´ij and zero otherwise. The prediction of equation (8) would be confirmed if & is 

significantly greater than zero. 

4 Results 

The results are presented in two steps: first, we analyze the effect of the peer commitment 

treatment on savings. In doing so, we not only look at the overall “Intent-to-Treat” effect, 

but particularly test predictions from the model by Battaglini, Benabou and Tirole (2005). 
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Second, we compare the effect of the peer commitment to the effect of an substantial 

increase in the interest rate. 

4.1 Peer Commitment 

To analyze the impact of the accountability structure using peers as a commitment device, 

we start estimating equations (4) and (5) from section 3, which corresponds to the ¨Intent-

to-Treat¨ effects on deposit and savings behavior. Column 1 from table 2 shows the mean 

for those who were offered a basic account, and columns 4 and 5 present the differences of 

the peer treatment account compared to the basic account, without additional control 

variables and including a number of socio-demographic and attitude variables (see 

appendix A1 for a description of these variables). 

[Table 2 about here] 

The average balance at the end of each month is 4,923 pesos in the basic account 

and 3,513 pesos higher in the peer treatment, and this difference is significant at the 5% 

level of significance. The number of deposits is substantially higher in the peer treatment 

accounts than in the other two types of accounts, with a three-fold increase, significant at 

the 1% level. These results also hold when controlling for the socio-demographic and 

attitude variables. Take-up is slightly higher for the peer treatment account compared to the 

basic account, 55% and 50% respectively, but the difference is not statistically significantly 

different from zero. 

This evidence indicates that the peer treatment is effective in encouraging deposits 

by participants, which in turn leads to an increased average balance in the accounts. This is 

equivalent to say that the increased number of deposits is not offset by a corresponding 
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increase in withdrawals. Savings accounts are fully liquid, and withdrawals are not 

observed by the peers. 

 Next, we analyze the hypothesis that the peer treatment will be particularly effective 

for those individuals who are relatively more confident than their peers in their ability to 

follow-through with their plans to reach a goal (Battaglini, Benabou and Tirole, 2005). We 

use equation (7) from section 3, interacting cij, the relative confidence, with pj, the peer 

treatment, and controlling for absolute level of confidence. The prediction of the non linear 

model for peer effects would be rejected if & is not different from zero. 

 We run two different specifications of equation (7). In the first specification, 

presented in Table 3, we asked respondents to indicate how good they are at following 

through with their own plans that they set for themselves, and then construct a measure of 

whether the self-assessed capability of following through is above or below the average of 

the self-reported ability of others in the peer group, which corresponds to cij in equation (7). 

In the second specification, presented in table 6, we ask directly about cij in the survey: do 

you agree with the following statement -    “you are better than your peers in the group at 

following through with your goals?” In both specifications we control for their self-reported 

level of capability to follow through.  

[Table 3 about here] 

 Table 3 shows the results for the first approach: it presents interactions of the 

different types of savings accounts with both a dummy of whether the individual indicates 

that he very much agrees to the statement that s/he is good at following through with 

his/her own plans (called “follow-through”), and a dummy variable indicating whether the 
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extent of agreement of the individual with that statement is above or below the median in 

their group (called “above-average”).  

Columns (1) to (3) report regressions of the individual’s average monthly savings balance 

on interactions of the aforementioned dummy variables with the type of account to which 

the individual has been assigned, as well as on an increasing set of controls. All three 

specifications indicate that whether or not an individual feels that they are good at 

following through does not predict how much being assigned to the peer treatment 

increases their savings, but if the individual’s confidence in their own ability of following 

through is above the average of their peers, they will save significantly more in the peer 

treatment than in the other treatments. More concretely, the point estimate for & in equation 

(7) is higher than 8,000 pesos and statistically significantly different from zero for the three 

columns, and the point estimate for peer treatment itself, ", is always negative and not 

statistically different from zero. 

Figure 1 offers the graphical description of Table 3. The graph represents the average 

amount of savings for the basic account and peer treatment. The dark columns correspond 

to the average savings for those with below-average self-assessed ability to reach their 

goals, and the lighter columns provide the same figure for those individuals with self- 

reported scores above the average.  This graph illustrates the fact that among those whose 

self-assessed ability to reach their goals is higher than the average of their peers, their 

average monthly balance is 2.9 times higher in the peer treatment than with a regular 

savings account.  

[Figure 1 about here] 
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Table 4 shows the results for the second specification. Here we replace the dummy 

“above-average” for a dummy variable called “superior” indicating whether the individual 

very much agrees with the statement that they are better at following through than the 

average of their peers in the group. Table 3 and table 4 find similar results, and in both 

cases we fail to reject the prediction of the non-linear peer effects model. 

[Table 6 about here] 

In sum, the results show that the peer commitment treatment substantially increased 

savings. As predicted by a model of Battaglini, Benabou and Tirole (2005), the peer effects 

are particularly strong for certain individuals. These findings indicates that in a context 

where peers are relatively similar, those who have more confidence in their ability of 

following through with their plans benefit most from an accountability structure based on 

peers as a commitment device. 

4.2 Peer Commitment vs. Interest Rate Increase 

The effect of the peer commitment treatment can be to a more classical treatment in which 

the interest rate is increase to a 5% annual real interest, which is substantially higher than 

the 0.3% offered in the peer treatment. Columns 2 and 3 from Table 2 present the 

difference of the high interest account compared to the basic account, without any 

additional control variables and including a number of socio-demographic and attitude 

variables.  

The average balance at the end of each month is 4,923 pesos in the basic account 

and 2,352 pesos higher in the high interest rate account. Neither this difference nor the 

difference in the number of deposits is statistically significant at the 10% level. These 
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results also hold when controlling for the socio-demographic and attitude variables. Take-

up in turn is very similar for the basic and the high interest-rate account: 50% for the 

former and 51% for the latter, and not statistically significantly different from each other.  

In sum, we find that the average balance in these accounts is 48% higher than the 

balance of those with a regular savings account, but the difference is not statistically 

significantly different from zero, and not statistically different from the 65% increase 

observed in the peer treatment. This suggests that an increase of five percentage points in 

the real interest rate doesn’t incentive savings more than a peer-based commitment device.   

Now we test whether those who already have a substantial amount of savings move 

their savings to the high yield account. Equation (10) states that if transaction costs are low 

it is in the individual’s interest to move savings from a low interest rate savings account to 

a high interest rate account if the individual has a significant amount of savings. 

The majority of participants in our sample do not have any other savings account 

prior to this study. However, among those who have a pre-existing account, some 

participants have a substantial amount of savings. For the purpose of analyzing whether 

reallocation into a high yield account, and in order to estimate equation (11), we divide the 

sample of individuals who had pre-existing savings accounts into two groups: low-savers 

with savings in the pre-existing accounts below the median of all those with such an 

account and high savers with savings above the median. 

Table 5 shows the three categories of participants that result from this division: 

those with no savings, those with low outside savings, and those with high savings in a pre-

existing account, which correspond to hij equals one in equation (11). The median amount 
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saved of those with high savings is 315,201 pesos, or about 630 dollars. We are now 

analyzing whether the 16.5% of the overall sample who are in this group save more in the 

high interest rate account than in the basic savings account, which would indicate that they 

might be reallocating their savings. 

[Table 5 about here] 

Table 6 shows a regression of the average monthly balance in the savings account 

provided in the treatment on interaction terms of the type of account with whether the 

person is a high saver or a low saver. The omitted group includes those with no pre-existing 

savings account. The estimated coefficient corresponding to & in equation (5) is equal to -

1,852, and it is not statistically significantly different from zero. This result indicates that 

the higher interest rate does not lead to an increase in savings for those with high pre-

existing savings, which in turns provides evidence against the reallocation hypothesis and 

leads us to the conclusion that there must be tangible or mental costs associated with this 

transaction. 

[Table 6 about here] 

In sum, the result shows that increasing the interest rate on the savings account from 

0.3 percent to 5 percent increases the savings by 2,343 pesos compared to giving 

individuals who get a basic account with the lower interest rate. The effect is, however, not 

statistically significant. Additionally, individuals who should have to largest incentive to 

transfer other savings to the high interest rate account fail to do so. Extrapolating the point 

estimations of the high interest treatment shows that the peer effect treatment has an effect 

of an equivalent increase in the interest rate of approximately 6.5 percentage points. 
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5 Conclusion 

This paper studies a peer commitment device aimed at providing incentives to save 

in a formal savings account by those working outside a formalized labor contract, in the 

informal sector or as independent entrepreneurs. We provide field experimental evidence of 

the impact of an accountability structure using peers as a commitment device as a way to 

motivate savings into a formal savings account for about 2700 low-income micro-

enterpreneurs in Chile.  

 We find that the peer-based commitment device strongly increases the number of 

deposits and significantly increases the average balance in the savings account, and this 

effect is particularly strong for those who believe that they are better than their peers at 

following through with their goals. We also find that an increase of about 5 percentage 

points in the annual real interest rates does have an (statistically insignificant) impact on the 

average balance in the savings accounts. Taking the results from the interest rate increase as 

a benchmark indicates that the effect of the peer commitment product corresponds to an 

increase in the interest rate of approximately 6.5 percentage points. These findings indicate 

that peer groups may be an important mechanism to help people overcome self-control 

problems, particularly in areas where formal commitment devices are not available.  

The finding that those who have higher confidence than their peers in their 

capability to follow through with their goals also save more in an environment of relatively 

similar peers is consistent with the model of Battaglini et al. (2005). In this model self-

control in peer groups is seen as an informational issue, where peers who feel superior get 

encouraged about their own capability of following through from observing other peers’ 
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behavior, while those on the bottom of the distribution get discouraged. While our findings 

are consistent with this line of reasoning, they are also consistent with a varieties of other 

interpretations, such as a reputation and signaling game, where those who are at the bottom 

of the distribution find it too costly to achieve a positive signal through compliance and 

give up, while those on top of the distribution use the savings programme to signal their 

higher level of responsibility with commitments.  

Importantly, our results suggest that peer effects might not be a monotonic function of the 

quality or actions of their peers may, but that in certain contexts, peer effects can be 

nonlinear over certain domains. If peer effects can be negative or positive over certain 

ranges, or if they can affect certain types of individuals differently, this could explain why 

it has been difficult to identify such effects empirically, and why different studies 

conducted in relatively similar environments have resulted in very different estimations 

(see, for example, Kremer and Levy 2008 for an overview in the context of peer effects 

among college roommates). It might suggest an explanation why Bershears et al. (2009) 

find that peer information increases savings for some and decreases it for others. 

From a policy perspective this nonlinear result are relevant for a policymaker who is 

thinking about policies that affect the sorting of individuals into groups, such as classrooms 

and schools, or neighborhoods. These counterbalancing aspects of peer effects may also 

explain, for instance, why large-scale programs aiming at positively affecting the peer 

effects to which low-income individuals are exposed, such as “Moving to Opportunity”,  

have produced mixed results (Katz et al. 2001).  
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Overall, these findings indicate that peers can play an important role in affecting 

human behavior in areas where self-control problems are relevant, i.e. sticking to one’s 

savings plans, and that in such contexts, peers may work as a complement for prices.  
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TABLE 3: PEER TREATMENT EFFECTS DEPENDING ON CONFIDENCE TO FOLLOW TRHROUGHT 

WITH PLAN RELATIVE TO OTHERS 
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TABLE 4: PEER TREATMENT EFFECTS DEPENDING ON PERCEPTION TO BE BETTER THAN OTHERS 

TO FOLLOW TRHROUGHT WITH PLANS 
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TABLE 5: THREE CATEGORIES OF PARTICIPANTS IN TERMS OF OTHER LIQUID SAVINGS 



!

! "# 

 

 

TABLE 6: SAVINGS REALLOCATION TO HIGH INTEREST RATE ACCOUNT? 
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FIGURE 1 

 

Notes: Figure 2 shows the average savings balance for the basic account and for the peer treatment.  Each 

individual gives a score related to how much they agree with the following statement: “When making plans, 

you are very constant at following through with them”. The left columns, in dark, represent the average 

savings balance for those who report a score below the average of their group, and the right columns, in 

lighter gray, represent the same for those who are above the average of the group. This is the unconditional 

representation of the main finding in Table 5. 
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Appendix A1:  

 

Attitude Variables  

 

 

 

Covariates included in the regressions 

 

1. Schooling 

2. Age 

3. Household Size 

4. Income  

5. Financial Debt  

6. Previous Savings 

7. Region 

8. Marriage Status 

9. Dummy for Head of the Household 


