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Abstract

We compare the effect of a text message sent to mobile phones on the actions of
minority groups versus the general population in Israel. Using proprietary data from a
dedicated survey, we show that the text message had an overall positive effect, but a
significantly smaller effect on minority groups. We provide insights into potential
channels (low digital literacy, low financial literacy, and low trust) that contribute to
the differential effect. This evidence suggests that policy interventions relying on
voluntary take-up by participants may be disproportionately taken up by
nonmarginalized groups, an unintended effect that can exacerbate rather than mitigate
disparities. (JEL D14, G38, G41, G51, G53, 138)
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Policy makers are testing different kinds of nudges and choice architectures to help
households increase their saving. Sending text messages via mobile is an attractive
channel for communication because it is relatively simple and cheap. Theoretically, text
messages and reminders raise the salience of an issue and hence increase the probability
that individuals will take action (e.g., Karlan et al. 2016b; Gabaix 2019; Ericson 2017).

While text messages and similar prompts may be effective for the overall population,
our understanding of their effect on specific, less-privileged populations is still very
limited. Additionally, as technology innovations and Fintech applications are
introduced, some costs might be mitigated, but other costs may emerge and exacerbate
some limitations. Hence, it is important to investigate the sensitivity of the effect of
mobile text messages on different sections of the population, to avoid exacerbating

disadvantages.

To better understand the effect of reminders on minority groups, we base our empirical
investigation on the new child development account (CDA) program in Israel. CDAs
are a government-sponsored program designed to help households to save by making
it easy to open a saving account. The program can include other government incentives
to save, ranging from tax incentives and matching to government deposits (e.g.,
Sherraden 1991; Clancy et al. 2016; Loke and Sherraden 2009). In 2017 the Israeli
National Insurance Institute (NII) introduced the Savings for Every Child Program
(SECP). Under this program the government deposits NIS 50 ($16) per month into a
savings account for every Israeli child under the age of 18.1 The government pays the
fees on the account until the child reaches age 21. Initially, 6 months transpired before
the program defaults (explained below) went into effect. During these 6 months parents
could actively choose to enroll in the program and to (a) deposit an additional NIS 50
per month to the SECP account, (b) select an investment provider to hold the funds
(several banks or investment funds), and (c) choose among several investment options.
In addition to high- or low-yield/high- or low-risk investment track, options include
Sharia-based and Halakhic investment tracks that are consistent with Islamic and
Jewish religious strictures. All of the large banks and many of the leading financial

institutions in Israel participate in the program. As the fees are paid by the government

1 The exchange rate is 3.1.
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and parents can choose their level of risk and investment fund or bank, the program is

an attractive saving vehicle.

The program was launched with a major media campaign. As the campaign wound
down, on February 6th and 7th the NII sent text messages to the mobile phones of a
subset of Israeli households in two specified geographical areas that have relatively
high concentrations of Isracl’s two most notable minority groups. The text message
asked whether parents had enrolled in the program and included a hyperlink to the NII
SECP enrollment page. A 2-week period of zero measures followed to encourage

enrollment. Our investigation focuses on this text message campaign.

Our main contribution is to determine whether text messages have a disparate impact
on different subgroups in the population. In particular, we ask whether text messages
have a disparate impact on two minority groups with distinct characteristics, the Arab

and Ultra-Orthodox Jewish populations.

Minority groups in general and in Israel specifically have distinct characteristics that
are correlated with having higher specific frictions. The Arab population and the Ultra-
Orthodox Jewish population (19% and 10% of the 2019 population, respectively) are
such minority groups.* The Arab population in Israel is a religious and ethnic minority
with cultural and language barriers; it is a minority with similar features to many other
minority groups around the world. The Ultra-Orthodox community is insular, with a
very strong leadership that affects the lifestyle and choices of individuals in the
community. Both groups have a very high poverty rate. Forty-five percent of Arab
households and 42% of Ultra-Orthodox households lived in poverty in 2018, with less

than half of the median household income.

For our primary investigation we use two data sources. First, we obtain rich and unique
administrative data from the NII on all the children in Israel, including the children of
almost 40,000 parents who received the text message. The data include information on
enrollment choices and household characteristics, such as parents’ income, education,
age, number of children, and minority affiliation. The data also include the device used
to enroll in the program (such as mobile phone or computer, among others). Second,

we also gather information from an NII telephone survey on parents’ additional

L All data on Israel’s demographics are from Israel’s Central Bureau of Statistics (CBS).
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characteristics, giving further insight into the potential effects of different frictions. The
NII performed the survey and integrated it with their proprietary data and parents’
choices in the program. These characteristics include trust in government, objective
financial literacy (actual knowledge) and subjective financial literacy (confidence in
one’s knowledge). The survey database includes 4,838 parents (11,215 children) who
answered the full survey with a high response rate of nearly 50% and had a relatively
high representation from the Ultra-Orthodox and Arab populations. Around 600
households received the text message intervention.

As text messages were sent to individuals from two specific geographical areas, we use
a matching technique to mitigate selection biases. Using parents’ personal
characteristics, including socioeconomic status indicators, we match between
households that received the text message intervention and did not make a choice before
the intervention (treated) and those that did not receive one (in the investigated period)
and did not make a choice before the intervention (control). We perform the matching
exercise on the administrative data full sample and minority populations’ samples, and

on the survey full data sample and minority populations’ samples.

We first check whether the text message motivated parents to make any enrollment
choice in the program. Investigating multiple possible actions enables us to investigate
households’ involvement that is free of choice architecture (Sethi-lyengar, Huberman,
and Jiang 2004; Thaler and Sunstein 2009) or money constraints (such as choosing an
investment provider and level of investment risk). In addition, active participation in
saving programs can also promote financial inclusion, as it increases self-efficacy and
makes future interactions with financial institutions and regulators more likely
(Sherraden 1991). Given the program characteristics, default may result in less wealth
in the long term because of lower deposits from parents and/or less risky and lower
return investment tracks (Grinstein-Weiss et al. 2019a), as we will elaborate on in the
setting (Section 2.1). For these reasons, the NIl placed large emphasis on active
enrollment, including the text message interventions. Hence, we also specifically
investigate the decision to deposit an additional NIS 50 per month to the program and
the choice of a high-yield/high-risk investment track. Third, we investigate the relative

effect of the examinations on minority populations compared to the general population.

While controlling for other variables (coefficient 0.12 [p < .01]) during a period of 2

weeks following the receipt of the text message, we find the text message effect for any
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enrollment choice was significant and positive for the general population. However, for
the Arab and Ultra-Orthodox populations, the coefficients are about half the size (all p
<.01).

Among the general population, the coefficient of the text message dummy for the
specific choice of depositing additional savings is 0.07 and 0.03 for choosing a higher-
yield/higher-risk investment track (all p <.01). In the Arab population, the coefficients
are 0.02 and 0.003 for depositing additional funds and for choosing a high-yield/high-
risk investment track (both p < .01). In the Ultra-Orthodox population, the coefficients
of the text message are 0.02 and 0.01 and remained significant for depositing additional
funds (p < .01), but were not significant for choosing a higher-yield/higher-risk

investment track.

The mobile text messages were expected to increase the salience of the issue and hence
lower the observation costs, and possibly to affect digital transaction costs because
there was a link to the website in the text message. However, individuals who have
characteristics correlated with frictions might have been less receptive to the digital text
message. Based on the academic literature, we propose and test several channels that
have been found to affect financial behavior and have been found to be lower for
minorities. First, we look at digital literacy and the effect of the text message on
transaction costs by investigating choices enacted using a smartphone. For those with
higher digital literacy, the option to use the embedded link in the text message should
have lowered transaction costs and increased the number of people who used their
phone to actively enroll in the program. Next, using survey data, we look at trust and
financial literacy, the latter being made up of both objective knowledge and a subjective
measure of confidence in one’s financial knowledge (affecting either real or anticipated
costs). Furthermore, some parents may have had financial constraints that affected their
ability to take advantage of the information in the text message. Beyond the channels
stated above, cultural barriers and frictions could have affected recipients’ response to

the text message (including language barriers).

We find that minority populations have a lower probability of using a smartphone
digital platform (or computer) to enroll, compared with the overall population. While
for the general population the text message dummy coefficient is 0.04 (p < .01), itis

0.01 (p < .05) for the Arab population and is not statistically significant for the Ultra-
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Orthodox Jewish population. This hints at the role of digital literacy in the response to
the text message. Using the survey data, we also find an interaction effect between the
text message and parents' trust in government, and with financial literacies (objective
knowledge and subjective confidence). We show that parents who have higher levels
of trust are more affected by the text message (for making any active enrollment choice
coefficients between 0.10 and 0.38, all p < .01), while those with lower financial
literacies are less affected (for making any active enrollment choice low subjective
financial literacy coefficients between —0.10 and —0.22 and the low objective financial
literacy coefficient is only negative statistically significant for the general population,
and is —0.07, all p < .01). Even after controlling for these potential explanations, and
adding additional controls, including for liquidity constraints, we still find a mitigated
effect of the text message on minority populations. We interpret this to mean that

minority populations, especially the Arab population, have additional cultural frictions.

For additional validation we use a principal component analysis (PCA), which reveals
that the factors with a high loading of trust and financial literacies have a statistically
significant effect on individuals making any active choice. This provides additional
evidence that trust and financial literacies are main attributes affecting active choices.
In additional robust specifications, we find that those coming from more peripheral and
rural localities are less affected by the text message. We interpret this outcome to mean
that those with more cultural frictions, as captured by living in less central rural
localities, are less affected by the text message. Interestingly we also find that minority
populations were not more likely to choose the religious investment tracks offered,

suggesting that providing religious options did not do much to reduce cultural frictions.

We contribute to the academic literature on minorities and finance. We find that some
segments of the population have a lower response rate to text messages, especially
minority groups with low socioeconomic backgrounds. We provide evidence that well
intentioned policy interventions that rely on voluntary take-up by participants may be
disproportionately taken up by nonmarginalized groups. This can cause potentially

well-intentioned interventions to exacerbate rather than mitigate disparities.

1. Literature Review: Text Messages and Reminders

A vast academic literature tackles the effect of text messages and reminders. Research

projects differ along several dimensions, including (a) the economic and financial
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decisions the intervention focuses on; (b) the channel of communication by which the
text message or reminder is sent, and (c) the specific characteristics of the groups the
reminders were sent to. We elaborate on each of these dimensions, which we will relate

to our work and hypothesis.

1.1 Text message reminders’ effect on economic decisions and the

setting for interventions

A large body of evidence on the positive effect of text messages and reminders for
many financial actions.? Examples include payment of fees and credit (e.g., Medina
2021; Ben-David, Sade, and Mintz 2019; Laudenbach, Pirschel, and Siegel 2018;
Heffetz, O’Donoghue, and Schneider 2017; Cadena and Schoar 2011), retirement
savings (e.g., Bauer, Eberhardt, and Smeets 2018; Choi et al. 2017; Benartzi at al. 2017;
Dolls et al. 2018), take-up of social benefits (e.g., Finkelstein and Notowidigdo 2019;
Guyton et al. 2017; Bhargava and Manoli 2015; Strawczynski and Myronichev 2015),
and attendance at financial education programs (Chande et al. 2015).2 Of direct
relevance, reminders have been found to have a positive effect on private savings
behavior (e.g., Loibl, Jones, and Haisley 2018; Karlan et al. 2016b). In Loibl, Jones,
and Haisley (2018), a reminder was sent to parents for a CDA saving mechanism in the
United States. The investigation in this paper included a small sample size and
programs based on voluntary periodic savings. The reminder provided an outcome with
relatively low significance and economic effect, although it was mostly positive.

Based on literature that documents a relatively wide effect in different contexts, we
hypothesize that a text message should have a positive effect on parents’ active
enrollment in the Israeli Savings for Every Child Program as well as on overall savings

for children.

2 The size of the effect of the reminders can differ by the setting characteristics of the intervention and
different manipulations of the messages. Examples include behavioral nudges incorporated into the
message (such as monitory incentives), and which information is being highlighted by the text message
or reminder (e.g., Loibl, Jones, and Haisley 2018; Bauer, Eberhardt, and Smeets 2018; Clark et al. 2017;
Choi et al. 2017; Karlan, Morten, and Zinman 2015).

3 Some papers find that reminders can also have a negative effect on outcomes by crowding out the
salience of other information and considerations not highlighted by the reminders (Damgaard and
Gravert 2018; Medina 2021; Bracha and Meier 2014) or by highlighting bad behavior (Thunstrom,
Gilbert, and Ritten 2018).
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1.2 Mobile text messages and choices about digital platforms

Messages can be sent using different formats. The academic literature has investigated
written messages and reminders that were sent by regular mail (e.g., Finkelstein and
Notowidigdo 2019; Strawczynski and Myronichev 2015), by e-mail (e.g., Clark et al.
2017; Benartzi et al. 2017) and recently by digital applications (e.g., Ben-David, Sade,
and Mintz 2019; Medina 2021) and mobile text messages (e.g., Karlan, Morten, and
Zinman 2015; Gurol-Urganci et al. 2013). The text message in our setting was sent to
mobile phones and included an embedded hyperlink giving easy, immediate access to
a website for enrolling in, and making choices about, the Savings for Every Child
Program. Mobile text messages with embedded hyperlinks should have an additional
effect on costs as they lower observation costs and reduce transaction costs, because
users can navigate directly to the website from the text message, without needing a web
browser (e.g., Google or Safari) or a computer. The effectiveness of this intervention is
partly a function of digital literacy. Some evidence also indicates that text messages
that lower transaction costs (by providing an embedded tool to submit forms easily)

have an additional beneficial effect (e.g., Bhargava and Manoli 2015).

The literature also informs us about the overall connection between digital platforms
and actions. While Fintech advancements can be overwhelming for users, they do lower
information costs by allowing easy access to once-costly information, thus reducing
inattention. Younger people and males are more likely to use Fintech advancements
(e.g., Levi and Benartzi 2020; Carlin, Olafsson, and Pagel 2019; Benartzi and Lehrer
2015; Shefrin and Nicols 2014; Goldfarb and Tucker 2019). Individuals’ decision-
making processes on digital platforms also have been found to be different from those
on nondigital platforms (Hurwitz, Lahav, and Mugerman 2021; Karlan et al. 2016a).

The minority groups we study exhibit lower digital literacy than the general population
(PIAAC 2014-2015 survey).* Only 53% of the Arab population and 33% of the Ultra-
Orthodox Jewish population have a personal internet subscription, compared with a
75% national average (Isracl’s Expenditure Survey for 2018). The Ultra-Orthodox

community also has a cultural aversion to digital media. They try to minimize their use

4 The Program for the International Assessment of Adult Competencies (PIAAC) 20142015 survey of
workers’ competence in a digital environment shows that Israeli adults have a slightly lower-than-
average grade (274) than the OECD average (279). Further, the Jewish population’s grade is 280, while
the Arab population’s is 238.
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of digital media, and most cannot access the internet or receive text messages on their
phones (they instead receive a voice mail that reads aloud the text message).

In our unique setting, participants can opt in using a digital platform or by attending a
NIl branch in person, or by phone. We expect that in our context the text message
should have had a larger effect on those with higher digital literacy (hnonminority group)
and that those people would be more likely to enroll in the program via smartphones

using the embedded hyperlink.

1.3 Text messages and minority characteristics, including those of the

Israeli minority groups

As text messages affect observation costs (or digital transaction costs), they should have
a smaller effect on those with high transaction costs (actual or expected) because these
individuals still have higher costs than utility. The literature documents heterogeneity
in the effect of reminders on different individuals with respect to certain characteristics.
For example, Heffetz, O’Donoghue, and Schneider (2017) finds that those who are
more financially illiquid or who are procrastinators are not affected by letter reminders.
Stango and Zinman (2014) find a larger effect for survey reminders about overdrafts on
those with lower education and lower subjective financial literacy (which might stem
from sample selection). Bracha and Meier (2014) find that a reminder with information
on credit scores sent to those with high credit scores increased their past due amounts,

while it lowered past due amounts when sent to those with low credit scores.

Nonetheless, very limited focus has been trained on the effect of the text messages or
reminders on minority groups; this is the focus of our project. Strawczynski and
Myronichev (2015) is one example that looks at the effect of a reminder for EITC take-
up in Israel; the authors find a smaller effect of the reminder on Israel’s minority groups.
The literature provides evidence that beyond socioeconomic attributes, liquidity
constraints, and low digital literacy, all of which are associated with certain types of
minority groups. Other characteristics might affect the populations’ response to the text
message. We start by focusing on trust. Trust has been found to affect financial behavior
(Sapeinza and Zingales 2011; Guiso, Sapienza, and Zingales 2004, 2009; Glaeser et al.
2000). The literature shows that in many cases, minority groups have low levels of trust
(Guptaa at el. 2018; Guiso et al. 2004). In our context, with respect to the Arab minority,

the literature suggests that the relationship is more complex. Malul, Rosenboim, and
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Shavit (2010) document that the Arab community in Israel has low levels of trust. The
Arab minority in Israel also has low civic voting rates, which are strongly related to
trust (Guiso, Sapienza, and Zingales 2004; Putnam 1993).5 Yet, interestingly, the
literature also documented that the measured level of trust that the Arab minority
exhibits in surveys is usually similar or even larger than that of the general population
(e.g., Hermann et al. 2012, 2020). Pe'er et al. (2019) show that the Arab population had
higher trust in the government's ability to act but had lower levels of trust that the
government will act to help their community. Related to this, in terms of measuring
trust via surveys, potential sample selection issues should be noted: those responding
to the survey might be doing so because they have higher levels of trust (minority
groups have been known to have low response rates to surveys (Ahlmark et al. 2015).
Nonetheless, this potential bias should affect those that received the text message and
those that did not.

Another channel is financial literacy: both objective knowledge and a subjective
measure of one’s confidence in one’s financial knowledge. We know from previous
research that financial literacies (objective knowledge and subjective confidence) can
affect financial behavior (for a review, see Lusardi and Mitchell 2014, as well as
examples in Shefrin 2021; Cupak, Kolev, and BrokeSova 2019; Cupak et al. 2020; Van
Rooij, Lusardi, and Alessie 2012; Bucher-Koenen et al. 2011; Lusardi and Mitchell
2008, 20114, 2011b, 2017; Hilgert, Hogarth, and Beverly 2003), and that low financial
literacy, and specifically confidence in financial knowledge, affected financial behavior
and responses to financial consumer regulations (e.g., Bucher-Koenen at al. 2021;
Haran Rosen and Sade forthcoming; Allgood and Walstad 2016; Anderson, Baker and
Robinson 2017; Barber and Odean 2001). The literature shows that those with low
socioeconomic status, which includes most minority groups, generally have low levels
of financial literacy and confidence (e.g., Bucher-Koenen et al. 2021; Atkinson and
Messy 2012; Lusardi and Mitchell 2008, 2014). Some evidence points to noncognitive
abilities, such as self-efficacy and optimism, affecting financial behavior and being
lower for those with low socioeconomic status (e.g., Das, Kuhnen, and Nagel 2020;
Kuhnen and Meltzer 2018; Kuhnen and Miu 2017; Bénabou and Tirole 2002). Other
papers directly show that minority groups have low financial literacy (e.g., Lusardi and

Mitchell 2011b), and that minority groups in Israel have low objective and subjective

S https://bechirot22.bechirot.gov.il/election/English/Committees/Pages/Overview_eng.aspx
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financial literacy compared to the general population (CBS Financial Literacy Survey
2012; Haran Rosen and Sade forthcoming). Among other things, the latter shows that
the proportion of the Arab and Ultra-Orthodox community with high objective financial
literacy (14% and 10%, respectively) and high subjective financial literacy (15% and
11%, respectively) is lower than their representation in the survey (18% and 15%,
respectively). Hence, Israel's minority groups’ levels of financial literacy might have
had an adverse effect on how they responded to text messages.

Given the specific characteristics of the minority groups described above, we expect to
find that minority populations have a different level of response to the text messages,
relative to the general population. We expect digital literacy, trust, objective financial
literacy, and subjective financial literacy to be significant factors in the decision of

whether or not to act.
2. Setup

2.1 Savings for Every Child Program

The Savings for Every Child Program (SECP) came into effect in January 2017. The
government program creates an account for every Israeli child under the age of 18 and
deposits NIS 50 each month into the account. The National Insurance Institute of Israel
(NIT) administers this program. The account has default settings, but parents can
actively choose to enroll in the program and to deposit an additional NIS 50 per month
from their monthly child allowance in to the SECP account, select an investment
provider to manage their children’s SECP funds, and choose an investment track.
Parents can choose between deposits into lower-yield bank savings accounts or
managed investment funds that tend to have higher average rates of return, although
returns may vary depending on the fund selected. Parents can choose between low-,
medium-, and high-yield investment tracks, as well as religious investment accounts
(Sharia and Halakhic) that are compliant with Islamic or Jewish religious principles,
and typically have lower rates of return. Except in the case of a child’s severe illness or
death, accumulated savings in SECP accounts can be accessed when the child is 18,
with parental permission. From the age of 21, parental permission is not required. The
government pays the fees on the savings account until the child reaches age 21.

Additionally, several bonuses embedded in the program at different points in the child’s

11
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life until the age of 21 provide additional increases in savings and encourage children

and their parents to keep funds in the SECP accounts.

Eligibility for the funds started in May 2015, but the funds were transferred by the
government starting in January 2017 (Figure 1). At the outset, for children born before
2017, parents could make an active enrollment choice between mid-December 2016
and the beginning of June 2017, until automatic defaults were in place. The default
savings vehicle was a low-return investment fund for children under the age of 15 and
a bank savings account for those aged 15 years or older. For infants born after January
2017 the defaults come into effect after 6 months. As shown by Grinstein-Weiss et al.
(2019a), making additional deposits doubles the child's funds at age 21 for a low-
yield/low-risk investment track from NIS 12,650, which is about 1 year of university
tuition. Funds can reach NIS 61,700 when additional deposits and a high-yield/high-

risk track is chosen, which is 6 years of tuition.

Active enrollment in the SECP program can be done online, via phone, or in person. In
the first 6 months of the program in 2017, before defaults came into effect, a widespread
media campaign to launch the program was followed by high active enrollment rates
throughout January. From the end of January until May active enrollment rates dropped,
and then the media campaign and lobbying activity resumed. Despite general high
levels of program enrollment (active enrollment choice in two-thirds of accounts by the
end of the default period) and participation, economically vulnerable households—
minority groups and especially the Arab minority, less-educated, and less-employed
households—tended to engage less with the program, while usually opting out of
depositing extra funds (Haran Rosen et al. 2020; Grinstein-Weiss et al. 2019a, 2019b).

2.1 The text message campaign

On February 6 and 7, 2017, a sample of parents served by two large NII branches, the
Beer-Sheva and the Bnei-Brak branch, who had not made an active enrollment choice
up until that point, received a text message on their mobile phones from the NIl (Figure
1). These parents were chosen from two geographical areas in the country, not by any

other attribute.

In 90% of cases, the father received the text message. The message read: “Did you hear
about the SECP program? If you haven’t enrolled yet you can use the attached link or
call *2637.” The message included a hyperlink to the SECP enrollment website.
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On February 20th, the NI1 continued to send text messages to all other parents, from all
NIl branches, who had not made an active enrollment choice about their children’s
savings and were not a part of the intervention from the beginning of the month. This
means that the period of February 6-19 (Figure 1) offers an experiment setting in which
only a relatively random sample of families received a reminder about actively
enrolling in the SFEC program. We know that up to February 19th, the NII issued no
other prompts to increase enrollment, giving us a 2-week period to cleanly investigate

the effect of the reminders.
[Insert Figure 1]

The two NII branches were chosen for the text messages because they service a large
proportion of Arab and Ultra-Orthodox families. The Beer-Sheva branch is more
peripheral, includes more rural localities, and serves a large Arab community as well
as a large Jewish community. The Bnei-Brak branch provides service to a large Ultra-
Orthodox Jewish community as well as other urban communities in Israel’s
geographical center. These branches were picked because of initial low enroliment rates
of these minority populations into the program. Up until the date of the text message
intervention, an active enrollment choice was made for 42% of first-born children under
the age of 15. Only 11% of them come from the Arab population and only 7% come
from the Ultra-Orthodox Jewish population, lower rates than the minority population's
relative size in the population. Hence, the investigated population probably had more
frictions enrolling in the program compared to the overall population.

Many Ultra-Orthodox Jewish parents received the message as a voice message and
were unable to use the embedded link because of this community's aversion to
smartphones. The Ultra-Orthodox Jewish population's strong network raised
participation levels, but only toward the end of the default period. Religious leaders
sent out a recommendation to choose specific religious halakhic funds that led to high
enrollment rates for this community following lobbying activity (Grinstein-Weiss et al
(2019b). It should be emphasized that during the period under investigation, no
recommendation was offered, and the Ultra-Orthodox population did not have high

enrollment rates before and during the period under investigation.
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3. Data

Data for this research come from the NII administrative data on all eligible accounts.
The database covers all children under the age of 18 in Israel. The data include
information on choices made in the SECP, the platform used to register choices
(digital/nondigital), the date on which choices were made, whether a family member
received a text message, the date the text message was sent, and administrative data on
the household’s characteristics and attributes. Household attributes include marital
status of the parents (if the child's parents are married to each other), number of
children, age of each child, parents’ ages, parents’ income, parents’ education (indicator
if parents studied at a university or college ), and minority affiliation (classified using

an NII classification based mostly on residential address).

When building the main data sets, we only considered choices made for the first-born
children, so choices between observations are not codependent. We partitioned the
sample by children’s ages and only considered children younger than 15 at the
beginning of 2017. This means that the same default option—a low-risk investment
fund—applied. We focus on the period February 6-19, when the government
experiment occurred, and split the population between those who received a text

message in that period and those that did not (but we know they received one later).

In Appendix A, we provide summary statistics on the administrative data sample
before the matching procedure including variables descriptions. The administrative
database includes 886,920 accounts that had not made an active enrollment choice
before February 6th for first-born children under the age of 15. Of those for 39,286
accounts, the parents of the child received a text message and for 23,771 accounts, an
active enrollment choice was made by 19 February. Nine percent of parents are Ultra-
Orthodox Jews, and 21.5% of the parents are Arab. The average family income in the
database is NIS 17,000 (around $5,000) a month, 40% of mothers and 28% of fathers
have university or college attainment. Eighty percent of parents are married; both

parents have together an average of 2.3 children; and the average child’s age is 7.5.

In addition to administrative data, between July and December of 2017, the NII
administered a telephone survey to a random sample of parents of SECP-eligible
children. Parents’ information from the telephone survey was added to the children's

(and households’) administrative data. It is a relatively large survey, conducted under
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the guidance of experts in sampling methods. The survey was conducted using a
stratified random sample of the population with over sampling of minority groups. This
was done to make sure Arab and Ultra-Orthodox minority groups are represented in the
sample and these populations can be investigated. Of approximately 10,000 families
that were invited to participate in the survey, 4,838 parents completed it (11,215
children), a response rate of nearly 50%. From the survey database, 593 households
received the text message intervention during the period under investigation and

answered the full questioner.

The survey includes additional information on households including the parents'
objective and subjective financial literacy. We use the term objective financial literacy
to describe objective knowledge regarding general financial issues and we based our
measure on a common measure in the academic literature (an index of the number of
correct answers to three financial questions first presented by Lusardi and Mitchell
2007). The basic questions in the index have been shown to accurately differentiate
naive from sophisticated respondents and are stable over time: Stango and Zinman
(2020). Given that it was a telephone survey, the wording of the questions was adapted
to the method used and included fewer calculations.® We use the term subjective
financial literacy to refer to confidence in one’s own knowledge of financial issues.
People with high subjective financial literacy answered that they feel they understand
financial issues to a very large extent or large extent.” This question was asked at the
beginning of the survey so that the answer would not be affected by how individuals

answered the other questions.

The survey also includes questions about households’ trust in the government. The trust
variable is calculated as a dummy for those that had a high level of agreement with the
following statements: (1) “when the government makes important decisions, it takes

into consideration the needs of people like me,” and (2) “the government can be trusted

5The wording of the questions goes like “I would like to know if you agree or disagree with the following
statements (or: Don’t know, refused)”:

1. Itis usually possible to reduce the risk of the investment in the stock market by buying a wide

range of different stocks and shares.

2. The higher the interest rate, the bigger will be your savings next year

3. High inflation means that the cost of living is increasing rapidly
" Bucher-Koenen et al. (2021) present evidence of the importance of subjective financial literacy. They
measure subjective financial literacy by looking at those individuals who answer that they do not know
the answers to the objective financial literacy questions, and we measure it directly using a designated
question.
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to keep its promises.” The level of agreement was calculated by coding answers from
1 to 5 (5 for those who highly agree with the sentence) and averaging both questions.
Those with an average of four and above were classified as having high levels of trust.
While we present the measure discussed above, we conduct several robustness tests for

this measure and our results remain the same.®

In Appendix B, we provide summary statistics on the survey sample data before the
matching procedure and additional variables descriptions from the survey data. Among
the survey respondents, 17.5% are Arab and 15% are Ultra-Orthodox Jews. The average
monthly family income is NIS 19,000, which is higher for the Arab population and
lower for the Ultra-Orthodox Jews; 44% of mothers and 30% of fathers have academic
attainment (university or college). These rates are much lower for the Arab population,
and the father’s academic attainment is much lower for the Ultra-Orthodox Jewish
population (men in this minority undertake religious studies exclusively). The average
rate of married parents is high and stands at 90%, and is even higher for both minority
populations; both parents have together an average of 3.3 children (higher for the Ultra-
Orthodox Jewish population), and the average child’s age is 8 (lower for the Ultra-
Orthodox Jewish population). Fifty-three percent of survey respondents have low
objective financial literacy (answering correctly one or fewer objective knowledge
questions). For the subsamples of the Arab population and Ultra-Orthodox Jews this
rate is higher at 63% and 61%, respectively. Fourteen percent of the full sample have
low subjective financial literacy (low confidence) compared to 16% in the Arab
population sample and 22% in the Ultra-Orthodox population sample. Thirteen percent
of the full sample have a high level of trust in the government. This rate goes up to 40%
for the Arab population and down to 8% in the Ultra-Orthodox population, in line with
the literature review above. Nonetheless, the variable shows that the majority of

parents, including minority parents, exhibit low levels of trust.

8 For robustness, we use different trust variables. Outcomes remain similar, and the trust coefficient sign
is positive and statistically significant when using all the different trust variables. The measures used
include (1) the average level of agreement to the trust in government questions (the average score
between the two questions leads to an index between 0 and 5); (2) a measure of trust in the NIl (average
score of level of agreement to two questions: “NII treats people like me fairly and justly” and “NII does
not mislead people like me,” index between 0 and 5); (3) a dummy variable for having high trust in the
NIl (average index score over 4 for attitude toward two trust in NIl questions); and (4) the average
measure of both trust in the NII and trust in government measures (index between 0 and 5).
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4. Methodology

4.1 Matching procedures and the resultant data sets

The parents targeted with a text message were affiliated to two specific NIl branches.
This means that comparisons between parents who received a text message and those
who did not might be affected by sample selection. To mediate this, we use a matching

exercise to make sure the comparison is between similar groups of parents.

We use propensity score nearest-neighbor matching with replacement for our main
method (Imbens and Wooldridge 2009). The propensity score from the matching
exercise is the probability that a parent with given characteristics (that are used in the
matching process) received a text message from the NII. For the main specification, we
allow the matching to be done with replacements, an option that lowers bias and leads
to better matches, although it increases variance (Abadie and Imbens 2011), and we use

1:1 matching.

The main matching exercise uses the following eight variables to match between the
treatment group (received a text message in early February) and the control group (did
not receive a text message until February 20th): mother’s wage, father’s wage, mother’s
academic attainment, father’s academic attainment, marital status of parents, parents’
number of children, age of child, and minority affiliation dummies for the Arab and
Ultra-Orthodox Jewish populations.® We only investigate parents that did not make any
choice before the the period under investigation and match between those that received

a text message during the period under investigation and those that did not.

In Appendix C, we provide summary statistics on the administrative data sample after
the matching procedure. The full sample matched data set has 60,363 observations with
37,293 treated observations and 23,070 nontreated observations (main matching
method with replacement and hence number of observations between treated and
control are not the same). The matched data set has a high rate of minority
populations—41% Arab population and 22% Ultra-Orthodox Jews—a fact that makes
sense because these populations were targeted in the intervention. Relative to the

unmatched data set, the high level of minority population leads to a sample with

® The quality of the academic attainment dummy drops for individuals over the age of 50 (less than 4%
of observation). As we investigate choices for first-born child, the quality of the variables is high.
Nonetheless, for robustness tests, we limit the data to individuals under the age of 45, and outcomes are
very similar.
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relatively low income, low academic attainment, and relatively more children. The
average monthly family income is NIS 9,660, 33% of mothers have academic
attainment and 15% of fathers. The average child’s age is 7.3, and parents have on
average 3 children. Appendix D provides evidence of common support and shows that
treated and control units were taken from throughout the propensity score range.
Appendix E shows the balance between treatment and control groups for the matched

data sets.10

We partitioned the original database for minority affiliation and redid the matching
exercise (without the minority dummies) to build three additional data sets: matched
Arab population data set, matched Ultra-Orthodox Jews data set, and matched
nonminority population data set. The observations for each data set are 23,560 (14,659
treated + 8,901 control, also done with replacement) for the Arab population, 13,329
(10,275 treated + 3,054 control) for the Ultra-Orthodox population and for the
nonminority population, 22,850 (12,361 treated + 10,489 control).!! All three data sets
provide evidence of common support (Appendix D). Appendix E presents the balances
of the data sets.*?

In Appendix C, we provide summary statistics on the administrative data sample after
the matching procedure. The minority groups’ matched data sets have a relatively low
socioeconomic status as indicated by income and education (although mother’s
education in the Ultra-Orthodox population is, as expected, high as they are the main
bread earners and do not have religious barriers to education). In the Arab- and Ultra-
Orthodox-Jewish-population-matched data sets, 12% and 61% of mother’s have
academic attainment, 15% and 3% of father’s have academic attainment, and the

average monthly household income is 6,700 and 6,500 NIS, respectively.

We conduct several robustness tests on our matching procedure. First, in the matching

procedure, we include information on the locality where parents live, based on indexes

10 The absolute standardized mean differences between treated and control variables are very small post-
matching, and all less than 0.5 of a standard deviation, a rule of thumb for good balance in matched data
sets (Rubin 2001). All are also lower than a stricter rule of thumb of a difference of 0.1 standard deviation
(Austin 2009). Appendix E also presents t-test and proportion test differences between variables means,
but because of the large sample size the differences between treated and control observations are mostly
statistically significant.

11 As each matching exercise matches with replacement each database separately, the overall
observations do not sum to the full database matching exercise.

12 All standardized mean variations are less than 0.1, which is a strict rule of thumb for good balance
(Austin 2009) except for one. The father’s wage variable in the Arab-population-matched data set has an
absolute standardized mean difference of 0.13 between the groups.
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published by the Israeli Central Bureau of Statistics (CBS), in the matching process:
socioeconomic index, centrality index, and rural status of the locality.'3145 Second, we
also use alternative matching methods, including (a) nearest neighbor without
replacement, (b) caliper matching that does not allow matching if the propensity score
distance between observations is more than 0.1 standard deviations, (c) pairing 1.3
observations, and (d) Mahalanobis matching, all of which provide similar outcomes, as
expected when using a big database (Pan and Bai 2015).%¢ Robust matching outcomes

are not presented unless stated otherwise and are available on request.

Next, we conduct a matching exercise using the NIl telephone survey population. From
observations for which we have survey data, we match observations where parents
received a text message to those that did not receive one during the period under
investigation. We use this database to investigate the interaction effect of financial
literacies and trust, and the text message intervention. We investigate children for
whom no choice was made by February 6. As this database has many fewer
observations, we use a matching exercise that controls for child and household
characteristics. For the main specification, we do not partition by the child’s age or
number of children in the family.'” We build four matched data sets from the survey
database: full sample, only Arab population, only Ultra-Orthodox Jewish population,
and only nonminority population. The full sample matched survey data set has 1,076
observations (593 treated + 483 control). The Arab population survey data set has 377
observations (253 treated + 124 control). The Ultra-Orthodox population survey data
set has 355 observations (196 treated + 159 control). The nonminority population data

set has 284 observations (144 treated + 140 control). We provide evidence of common

13 Calculated using data from the 2015 national survey on demographic and standard-of-living features
of the population in each locality, such as data on income, level of education, level of employment, and
national insurance allowances given to the population in each locality. Each locality is given a ranking
between 1 and 10. This variable can be used to characterize localities and their population on average
but is a noisy proxy for individual data.

14 Calculated using data from 2015 and grades localities’ proximity to economic activity or the potential
for activity. Each locality is given a ranking between 1 and 10.

15 Calculated using data from 2015 and indicates whether or not a locality is rural.

16 Mahalanobis matching is a type of propensity score matching using calipers. The caliper required that
the matching of parents that received and did not receive a text message is done only if the log-odds of
their propensity score are within 0.25 standard deviations. Within this caliper, parents are matched to
minimize the sum of the Mahalanobis distance between matched partners.

17 When partitioning the database by first-born children under the age of 15, we find outcomes very
similar in size and sign as presented in the paper, but they are not as statistically significant because of
smaller sample sizes.
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support for the survey samples matching exercises in Appendix D and balances of the

data sets are presented in Appendix E.'8

In Appendix F, we provide summary statistics on the survey sample data after the
matching procedure. In the full sample data set 39% are from the Arab population, 33%
are from the Ultra-Orthodox population, 35% of mothers and 11% of fathers have
academic attainment, and the average household's income is 10,500 NIS per month. In
the Arab and Ultra-Orthodox data sets, 15% and 50% of mothers have academic
attainment, 7% and 1% of fathers have academic attainment, and the average monthly
household's income are 6,200 and 7,800 NIS, respectively.

4.1 Empirical model

We aim to quantify the effect of receiving a text message on active enrollment in the
SECP program, while controlling for other relevant factors. We estimate the following
model: for each set of parents i we estimate each outcome (y;), dummy value of 1 or 0

for the different outcomes, on parents’ characteristics:
Yi=PBo+Bri*li+ B+ Xi*xI; + B3+ X; + €,

where Y; is the outcome variable for parents i for four outcomes: (1) any active
enrollment choice regarding the SECP program (choosing a provider, choosing an
investment track, choosing to deposit an additional NIS 50 per month to the child’s
account, or actively choosing not to deposit additional funds), (2) depositing an
additional NIS 50 per month to the child’s account, (3) choosing a high-yield/high-risk
investment track, or (4) actively enrolling in the program while using a mobile phone.*?
As stated before, we initially focus on any active enrollment outcome, as any specific
choice might be affected by choice architecture or money constraints (such as choosing
an investment provider and level of investment risk). Then, we investigate choices that
should increase the amount of funds in the savings program. Finally, as the text message
had an embedded link to the website that should have lowered transaction costs for
those with high digital literacy, we investigate choices made via smartphone. This last
investigation is aimed at investigating the effect of potential differences in digital
literacy and higher digital frictions between the different populations.

18 All standardized mean differences are less than 0.5 standard deviations (Rubin 2001).
19 For robustness checks we investigate any active enrollment choice without including those that actively
choose the default and the outcomes are very similar.
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We estimate the regressions for making the active enrollment choices from February 6
to 19, the 2 weeks of the government experiment before additional text messages were
sent to other parents. I; is a dummy for parents receiving a mobile text message.
Although we use a matching exercise, and the treated and untreated groups are
supposed to have similar attributes, for additional caution and to find differences in the
effect of the text message by parents’ attributes, we add interactions and controls for
parents’ characteristics. We use in the matching process X households and i
characteristics. These include family income and parents’ academic attainment as well
as parents’ minority affiliation. In the survey data, we also include in X parents’ level
of trust in government, objective financial literacy, and subjective financial literacy.
Doing so allows us to investigate the interaction between the text message and these
characteristics above and beyond household characteristics. Appendix A defines the
variables for the administrative data, and Appendix B defines the additional survey

database variables.

For the main regression, we use a linear model regression on the matched data (Imbens
and Wooldridge 2009) using cluster-robust standard errors that account for dependence

between observations within matched pairs (Abadie and Spiess 2021).
5. Results: The Effect of Text Messages on Choices Made in the SECP

5.1 Any active enrollment

We start by investigating any active enrollment choice during the period following the
text message intervention. This reveals the general effect of the text message as an
intervention that lowers observation and transaction costs with no money constraints.

We also investigate whether the effect was different for minority populations.

The average active enrollment rate prior to the intervention date was 42% for all first-
born children under the age of 15. Our investigation of the intervention finds that the
text message significantly increased any active enrollment, while controlling for other
related variables as previously described. Outcomes from the linear regression (OLS)
on the full sample on making any enrollment choice show that the coefficient of the
text message is positive and significant and stands at 0.12 (p < .01) (Table 1). Yet, this
effect is not similar for all subgroups in the population. The effect of the text message
is halved for the Arab and the Ultra-Orthodox populations, both when looking at the

interaction in the full sample and when comparing the size of the effect of the text
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message between the full sample and the minority groups’. Regarding socioeconomic
status, for the Arab population sample, there is also a significant effect for the text
message if the mother has academic attainment. Control variables without the
interaction with the text message dummy do not have a significant effect (omitted from
regressions). During the period under investigation, no active campaign took place;
hence, those actively participating during this period (without receiving a text message)
are those that did not make a choice up until this point. This means socioeconomic
attributes may have contradictory effects during the period under investigation if early
enrollers have high or low socioeconomic attributes. Indeed, we do not find that
household attributes by themselves had a large effect on choices during the period under

investigation.?

Table 1

5.2 Choosing to make additional contributions to the SECP

Given the results regarding any choice, next we study a specific action: the decision to
contribute an additional NIS 50 per month. This choice has a substantial effect on the
final savings outcome, resulting in greater wealth inequality in the future. Yet, this
choice might be affected by liquidity constraints and may not be optimal for all
households. Additionally, we investigate whether we observe differences in the effect

of the text message for minority populations.

The average additional deposit rate prior to the intervention date was 32% for all first-
born children under the age of 15 (75% of any active enrollment choice). Our
investigation of the intervention indicates a positive effect of 0.07 (p < .01) of the text
messages on choosing to deposit an additional NIS 50 per month in the full sample
(Table 2), lower than for the “any active enrollment choice.” Similar to “any active
enrollment choice” the effect of the text messages on minority populations choosing to
deposit additional funds is smaller than for the full sample. The interaction coefficients
are 0.02 in the minority samples (p < .01 for the Arab population samples, p < .01 for
the Ultra-Orthodox Jewish population samples). For choosing to add NIS 50 per month,
the interaction between income and the text message dummy is statistically significant

20 We find significant effects for making any enrollment choice for the dummy variables for married
parents and Arab parents in the full sample (regression outcomes presented in column 1). The first
coefficient is —0.0004 (p < .05) and the second is 0.003 (p < .01). These effects are even smaller in the
regressions investigating choosing to deposit additional funds or a riskier investment track.

22

220z 11idy 90 U0 Jasn wajesniar J0 AlISIOAIUN MBIGaH "S90USIOS [BI00S ¥ SaIlUBWINK JO) qiT plauwoolg Aq €/18459/1 L 00BIO/SIDN/E60 L "0 /IOP/e[oIIB-80UBADPE/SIOI/WOD dNO-oIWapeoR//:sdly Wol) papeojumoq



and positive for all samples. This indicates that income, which is most likely correlated
with liquidity constraints, influences the ability to deposit more and hence, to save
more. The interaction between the text message dummy and father's academic
attainment dummy is positive and statistically significant in the full sample but the
interaction with mother's academic attainment dummy is statistically significant for the
Arab population sample. This indicates that socioeconomic attributes have a larger
interaction effect with the text message for depositing additional funds to the SECP.
This may be correlated with liquidity constraints, due to low financial literacy, or due

to cultural frictions.

Table 2

5.3 Choosing a high-yield/high-risk investment track

The next active choice that we study is the decision to choose a higher-yield/higher-
risk investment track that yields higher expected savings with higher volatility, and
again might be affected by higher costs and frictions. We test for differences in the

effect of the text message for minority populations for this choice.

The average higher-risk/higher-yield choice prior to the intervention date was 22% for
all first-born children under the age of 15 (51% of any active enrollment choice). Our
investigation of the intervention indicates a positive effect of 0.03 (p <.01) for the text
message on choosing a high-yield/high-risk investment track in the full sample (Table
3). The effect on minority populations is one tenth the size in the Arab population
sample and not statistically significant in the Ultra-Orthodox Jewish population sample.
For this choice in the full sample, the interaction between the text message dummy and
income, mother’s academic attainment dummy and father’s academic attainment
dummy is statistically significant and positive, indicating a larger effect for

socioeconomic attributes and frictions for this choice.

It is also interesting to note that the effect of the text messages on choosing a religious
investment track (either Sharia or Halakhic) is much smaller not only in the full sample
but also for minorities. The coefficient of the text message is 0.01 in the full sample (p
< .01) and not statistically significant in the minority populations samples (data not
presented). On the other hand, the effect of the text message was stronger for choosing
to invest in a bank (data not presented). The coefficients are 0.06 for the full sample

and 0.04 for the minority populations samples (all p < .01). Hence, we find that minority
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populations did not refrain from choosing an investment track with higher expected
savings because they choose a religious investment track. It seems that they were more
inclined to save in an investment track with even lower expected return in a bank. We
conjecture that this stems from low financial literacy and cultural nonreligious frictions

that will be tested next.
Table 3

Sections 6.1-6.3 provide evidence that although the text message had a positive effect
on any active enrollment and on choices that lead to higher overall savings in the
program, the effect was mitigated for minorities. In the following sections we
investigate different channels that could affect this differential effect: digital literacy,
trust, objective financial literacy, subjective financial literacy, and other remaining

cultural frictions.

5.4 Digital literacy: Investigating the effect of text messages on making

a choice using a smartphone

Parents who received the text message on an internet-enabled smartphone could click
the embedded link to enroll in the program directly. For those with sufficient digital
literacy and access, the text messages may have reduced transaction costs and increased
the salience of the issue. The administrative data tell us which device was used to enroll
in the program, so we can observe the extent to which the embedded link facilitated
enrollment. Minority groups in Israel have low digital literacy that might have affected
their engagement with the text message. We investigate differences between the full
sample and minority populations to test the potential effect of the friction stemming

from low digital literacy among minority populations who received the text message.

Outcomes indicate a positive effect of 0.04 (p < .01) for the text message on making
any active enrollment choice using a smartphone in the full sample (Table 4). The effect
of the text message in the full sample for making an active enrollment choice using a
computer or nondigitally (data not presented) is smaller and half as large as the effect
from using a smartphone. This suggests that for those receiving the text message, costs

were lowered for using smartphones to enroll in the SECP.?!

2L Throughout the initial phase in the general population the percent of parents making an active choice
using a digital device (smartphone or computer) stays similar. During the text message campaign, the
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The effect of the text message on making an active enrollment choice using a
smartphone goes down to 0.01 (p < .01) in the Arab population sample and is not
statistically significant in the Ultra-Orthodox population sample. For the Arab
population the effect of the text message on making choices using the other
nonsmartphone options (computer, nondigitally) is similar in size and statistical
significance. This suggests that for this population, transaction costs for using a
smartphone were not lowered more than they were lowered for other platforms. The
Ultra-Orthodox Jewish population had a similar in size but nonsignificant effect for
using a smartphone or computer to enroll following the text message but had a positive
and significant effect for enrolling using a nondigital platform (0.02, p < .01) (data not
presented). As this population has low digital literacy and part of this population
probably received the message by voice mail (because of cultural frictions), transaction
costs for using a smartphone were not lowered and if they did choose to enroll, they did

not do so by digital means.

Table 4

5.5 Trust and financial literacies investigation: Telephone survey

matching exercise

Using our main rich set of administrative data has advantages because it has
information on actual choices that were made and households’ socioeconomic
attributes. However, the administrative data do not contain information about
perceptions, emotions, and knowledge. As the NII conducted an extensive survey and
was able to link it to the administrative database, we have access to additional “soft”
information. We use this information to enhance our understanding of the channels that
interact with the effect of the text messages on the overall population and minority

populations.

In this section, we investigate the interaction effect between the text message and trust,
objective financial literacy, and subjective financial literacy, to see if the effect of the
text message depends on these channels. Additionally, we investigate this interaction
effect for the full sample and minority populations separately, to discover whether these

channels affect the differences between groups in their response to the text message.

percentage of those making a choice via smartphone is higher and those making a choice via computer
is smaller than those percentages throughout the initial SECP installation period.
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We know from the academic literature that these characteristics affect financial

behavior and minority populations should have lower levels of these characteristics.

We present the regressions on any active enrollment in the SECP, on choosing to
deposit additional funds, and discuss additional outcomes (Table 5). We do not present
outcomes for using a smartphone to enroll in SECP, but we discuss outcomes in the
text. Because of the small sample size, the regression on making any active choice by
using a mobile smartphone for the Ultra-Orthodox population cannot be investigated.
We do not present or discuss outcomes for choosing a high-yield/high-risk investment
track, as outcomes are statistically not significant because of the small proportion of
population choosing these investment tracks. Nonetheless, the signs of the investigated
coefficients for choosing a high-yield/high-risk investment track are the same as those
on any enrollment choice and on depositing additional funds. Additionally, we ran step
regressions when adding interactions and dropping variables using different

specifications and our results remain the same (data not presented).

In the full sample, the interaction between the text message dummy and having a high
level of trust in the government is significant and—compared to other variables’
coefficients—Iarge, at 0.16 and 0.10 (p < .01) for making any active enrollment choice
and for choosing to deposit additional funds, respectively. The interaction effect is
stronger for minority populations. The coefficients of these interactions for making any
active enrollment choice and for choosing to deposit additional funds are 0.29 and 0.17
(p < .01) in the Arab population sample and 0.38 and 0.38 (p < .01) in the Ultra-
Orthodox Jewish population sample. It is not surprising that for making an active
enrollment choice using a smartphone (data not presented) trust seems to have a smaller
effect. In the regressions in Table 5, column 4 (nonminority population sample), trust
has a nonsignificant effect for the nonminority population sample indicating that the
interaction effect of trust and the text message dummy found in the full sample stems
mostly from the trust effect on minority populations. It is also interesting to note that
the effect is higher for any active enrollment choice, smaller for depositing additional
funds and smallest for using a smartphone to make an active enrollment choice. This
could mean that trust has a larger effect on basic interactions, and a smaller effect on

other choices.
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Having low subjective financial literacy has a negative, large and statistically
significant effect for making any active enrollment choice and for choosing to deposit
additional funds when receiving a text message. For the full sample, the low financial
literacy coefficient is —0.10 for both regressions (p < .01). This interaction effect is also
stronger for minority populations. The coefficients of the interaction between low
subjective literacy and the text message dummy are —0.20 and —0.15 (p < .01) in the
Arab population sample and —0.22 and —0.20, respectively (p < .01), in the Ultra-
Orthodox population sample. For making an active enrollment choice by using a
smartphone for the full and Arab population samples (data not presented), subjective
financial literacy seems to have a smaller effect and is not statistically significant. For
the nonminority population sample the subjective financial literacy interaction effect is
smaller and not statistically significant for all choices. This also indicates that a large
part of the interaction effect of subjective financial literacy and the text message in the
full sample (especially for making any active enrollment choice) stems from minority
populations. For minorities the coefficient of the interaction between low subjective
financial literacy and the message dummy is smaller for depositing additional funds
and using a smartphone to make an active enrollment choice. This indicates that for
minorities subjective financial literacy has a larger general effect on any active choice

and a smaller effect for specific choices.

The interaction between the text message dummy and having low objective financial
literacy is negative and statistically significant for all choices in the full sample. It is
—0.07 (p < .01), both for making any active enrollment choice and for depositing
additional funds, and —0.05 (p < .01) for using a smartphone to make any active
enrollment choice (data not presented). The similar and even smaller size of the
interaction between objective financial literacy and the text message on making a
choice using a smartphone indicates that objective financial literacy is not a major
channel for the use of digital platforms in the general population. For the Arab
population sample, the interaction between low objective financial literacy and the text
message is only statistically significant for using a smartphone to make any active
enrollment choice, —0.10 (p < .01) (data not presented). This means that objective

financial literacy might be a channel for the use of digital platforms for this minority.

From these regressions, we learn that trust and financial literacies affect how recipients

respond to the text message. It also seems that these effects are stronger and mostly
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stem from their effect on minority populations. This is on top of the effect that stems
from the fact that minority populations have lower levels of financial literacy and

should generally be less affected by the text message.

These regressions also present evidence that even after controlling for trust, subjective
and objective financial literacy, and socioeconomic attributes, the text message effect
is still weaker for minority populations (Table 5). In the minority population samples,
the coefficient of the text message dummy by itself is either negative or smaller than
the coefficient of the full population. For the full population the coefficients are 0.07 (p
< .01) for making any enrollment choice and 0.06 (p < .01) for depositing additional
funds. The coefficients are —0.16 (p < .01) for making any enrollment choice and —0.13
(p < .01) for depositing additional funds for the Arab population sample. In the Ultra-
Orthodox Jewish population sample, the coefficient is 0.05 (p < .01) for making any
enrollment choice and is similar in size but is not statistically significant for depositing
additional funds. In the full sample, the interaction effect between the text message
dummy and minority affiliation is not statistically significant but remains negative (not
presented in table). We find one outlier, for making an active enrollment choice using
a smartphone. In this investigation, the text message effect on the Arab minority is
actually stronger: the coefficient for the Arab population sample is larger and
statistically significant and the interaction effect between the text message dummy and
the Arab population dummy in the full sample is also positive and significant (0.03
p<0.1, not presented). We know from Table 4 that the effect of the text message on the
Arab population for making any active enroliment choice using a smartphone is actually
smaller than for the full sample. It seems that for this choice a large portion of the
difference between the minority and the full sample stems from low financial literacy

and trust.

Table 5

5.6 Robustness: Liquidity and ability to cover expenses

Liquidity constraints might be correlated with minority affiliation; we controlled for
this in the previous regressions using the socioeconomic income and education
variables. For more insights into the effect of liquidity constraints on our results, we
use the answers to survey questions about the parents’ ability to cover expenses. The

survey asked: "Do you have difficulty covering day-to-day expenses?" The answers
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were on a scale from 1 to 5, from no difficulty at all to having a very large difficulty.
We use a dummy variable to indicate if a parent answered that the household has a large
or very large difficulty covering day-to-day expenses. The outcomes of the regressions,
which include an additional interaction term between the text message dummy and the
difficulty-to-cover-expenses dummy on making any active enrollment choice, are
presented in Table 6. The regressions in Table 6 are the same as those in Table 5 with
the additional interaction term. The results in Table 6 are evidence that liquidity
constraints had a negative effect on the response to the text message. The coefficient of
the interaction is —0.06 (p < .01) and —0.21 (p < .01) for the full sample and Arab
population sample, respectively. As shown in Table 6, even after adding additional
controls for liquidity constraints, outcomes remain similar; the size and significance of
the effects of the text message on enrollment—as well as the coefficients of the
interactions of the text message with parents’ attributes, including trust, objective

financial literacy, and subjective financial literacy—do not change.

Table 6

5.7 Robustness: Culture and locality variables

The text messages had a smaller effect on minority populations above and beyond all
the measurable variables (socioeconomic status, trust, financial literacies). This can be
thought of as the remainder cultural affect (including language frictions). Our
assumption, based on the geography of Israel, is that cultural effects may be stronger at
more rural locations. People living in remote localities should be more affected by the
local culture and less aligned with the general population. Hence, they should be less
affected by the text message as they have higher cultural frictions. Accordingly, for an
additional robustness check we use the matched data sets and additional variables for
household location to investigate the effect of rural and peripheral localities. In Table
7 we show evidence of such an effect for making any active enrollment choice and that
cultural frictions are higher for the Arab population. The interaction between the text
message dummy and the centrality index of the locality is positive and statistically
significant for the full sample (0.003, p < .01) and stronger in the Arab population
sample (0.01, p < .01). Additionally, the interaction between the text message dummy
and the dummy variable if a locality is rural is negative and statistically significant for

the full sample (-0.01, p < .01) and this interaction effect is stronger in the Arab
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population sample as well (—0.02, p < .01). Results are similar but less statistically
significant for choosing to deposit additional funds, choosing a high-yield/high-risk

investment track, and making a choice by smartphone (data not presented).

Table 7

As described above, we are unable to distinguish between language frictions and other
remaining cultural frictions. However, in a different context, Strawczynski and
Myronichev (2015) provide evidence that even when a message (mail) is in the native
language of minority groups, the effect is still mitigated. The mitigated effect we find
for the Ultra-Orthodox population, which does not have a language barrier, also

indicates that the remaining cultural frictions include more than just language frictions.
6 Additional Tests

6.1 Does SECP participation change one’s overall savings?

In terms of the welfare effect, we want to know whether additional contributions to the
SECP increased the saving rate, or simply displaced other saving. A question in the
survey for those who knew about the program was: “Did you change your deposits to
your child's/children’s previous savings due to the Savings Account program?” The
possible answers were: No, Increased, Decreased, Don’t know, Refuse to answer. We
coded a dummy for parents answering that they decreased savings following the
program. For this investigation, we use the unmatched survey data. We include children
over the age of 15, as defaults are not of interest for this investigation, and use all
available observations. When we ran the regressions for making any active enrollment
choice or choosing to deposit additional funds on the indicator that parents decreased
savings following the program, we find a small coefficient of 0.01 (p < .01) in the full
sample (data not presented).?? For the nonminority population sample the coefficient
rises to 0.02 (p < .01); in the minority populations samples it is not significant. When
adding controls to the regressions, outcomes remain similar.?® Hence, parents saving in
the program and depositing additional funds are likely to increase the child's overall

saving and we do not find indications of transfers between other savings.

22 Outcomes remain the same when investigating choices made during the full installation period of the
SECP installation (January—June 2017) or during the period under investigation (February 6th—19th).

2 For the full sample, the Arab dummy coefficient is —0.01 (p < .05) and the coefficient for the child’s
age is —0.001 (p < .01).
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6.2 PCA analysis: Trust and financial driving effects

To gain additional insights into the interaction and explanatory effect of these variables
we use a principal component analysis (PCA) (data not presented). This yields
information about the relative weights of the components and their variable loading.
We further use these components in the regression on any active enrollment choice, to
learn which components are statistically significant in our investigation. Four
components have eigenvalues above one. When running the regression of these four
components and their interaction with the text message dummy, the interaction terms
with two components are statistically significant and negative. The first has a high
negative loading of trust and a high loading of minority attributes variables and the
second component has a high positive loading of the low objective and subjective
financial literacy variables. This is additional evidence for our previous findings that

the effects of trust and financial literacy are substantial.

7 Conclusion and Discussion

In this paper, we estimate the effect of a mobile text message with an embedded link
on enrollment in the SECP, a government-based child saving program that gives small
monthly deposits to all children in Israel under the age of 18, and offers parents a choice
to opt in with additional contributions of their own. We use matching-based exercises
between those that received a text message and those that did not, to investigate the
effect of the text message during a 2-week period when the initial campaign subsided,
and no other measure was taken to raise enrollment. This gave us an experiment setting

of 2 weeks.

This is a unique setting to investigate the effect of the text message on a large
population. We have rich administrative data on all eligible children and households in
Israel and a large survey attached to the administrative data to investigate differences
in the effect on minority groups. Israel has two distinct minority groups: the Arab
population and the Ultra-Orthodox Jewish population. Both have high poverty rates,
low digital literacy, low financial literacy, and unique cultural differences.

We find that for the general population the text messages raised the proportion of
parents enrolling to the program. We investigate specific choices that should raise the
overall amount of funds saved in the program following the text message. In the general

population, the text message dummy coefficient for depositing additional funds is lower
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than that for making any active enrollment choice, and is even lower for choosing a
high-yield/high-risk investment track. Nonetheless, they are all statistically significant

and positive.

When investigating the effect of the text messages on minority populations we find an
overall mitigated effect; the coefficient sizes drop significantly for making any
enrollment choice or depositing additional funds for both minority populations. For
choosing a high-yield/high-risk investment track the coefficients drop for both minority
groups but also become nonsignificant for the Ultra-Orthodox Jewish population. This
means that beyond socioeconomic status (including income) minority populations’
predicted savings and welfare from the program are lower than for the nonminority

population.

We investigate the existence of different channels leading to the mitigated effect of the
text message on minority groups. We provide evidence that minority groups' low digital
literacy is a channel that mitigates the effect of the text message, by showing that
minority populations are much less likely to make an active enrollment choice by using
a smartphone (and the hyperlink in the text message). We also show that trust,
subjective financial literacy (confidence in one’s knowledge), and to some extent
objective financial literacy affect the engagement with the text message and that this
effect is stronger for minority populations. In these regressions, we show that even after
controlling for these and other socioeconomic variables (including an indication of
liquidity constraints) the text message effect on minority groups' enrollment in the
SECP is still smaller than for the general population. This leads to the conclusion that
additional cultural barriers exist (including language barriers). Nonetheless, we provide
evidence that effect of trust and financial literacies is consistent and substantial. We
provide additional evidence that the text messages have a smaller effect on those living
in more peripheral and rural localities. As those living in more peripheral and rural
localities are more affected by local culture, we believe this is an indicator of higher
cultural frictions and is further evidence of cultural barriers to engagement with the
mobile text message. We also use the survey data to show that saving in the SECP
program does not decrease saving elsewhere. Hence, SECP savings are mostly

additional savings that can boost children's welfare.
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As we find a remaining negative effect for minority populations, we might attribute this
to language frictions. However, in a different context, Strawczynski and Myronichev
(2015) provide evidence that even when the message (mail) is sent in the native
language of minority groups, the effect is still mitigated. The mitigated effect we find
for the Ultra-Orthodox Jewish population, which does not have a language barrier, also

indicates that the remaining cultural frictions include more than just language frictions.

Interventions and nudges can be effective tools to strengthen policy outcomes, but they
need to be calibrated (Benartzi et al. 2017; Madrian 2014; Datta and Mullainathan
2014). The low costs of text messages and their potential benefits make them an
attractive tool for many financial innovations. We show that text messages can
significantly raise participation rates in government programs, but the method comes

with shortcomings and not all populations respond in the same manner.

We present evidence that well-intentioned interventions may exacerbate rather than
mitigate disparities. If the government relies heavily on interventions and text
messages, especially in financial consumer regulation, and minority groups are much
less responsive to these interventions, this will have a long-term effect. This is
especially true in a program, such as the SECP, where the defaults will result in less
wealth in the long term (lower deposits from parents and less risky, lower return
investment tracks). Active enrollment can also affect the way these populations address
and trust financial institutions and regulations in wider contexts and for future savings.
As we find that text messages have a larger effect on those with high digital literacy,
trust and subjective financial literacy, more infrastructure and education, emphasizing
confidence in financial management, is needed to make consumer financial regulations
and nudges more effective. Another policy implication is that regulatory campaigns
need to be accompanied by explanations that will enhance self-efficacy and allow

individuals to opt into programs that will improve their long-term outcomes.

We believe that our results highlight the need to tailor solutions to different minority
groups, based on their specific characteristics. Indeed, we were informed that certain
Fintech initiatives are considering introducing personalized messages for different

individuals. We leave the investigation of personalized options to future research.
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Figure 1. Savings for Every Child Program text message intervention timeline
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Table 1. Made any choice by February 19th
Ultra-

Full sample Arab Orthodox Nonminority
(1) (2) 3) (4)
Message 0.12*** 0.06***  0.06*** 0.15%**
(0.01) (0.01) (0.02) (0.01)
Message*Arab -0.05***
(0.004)
Message*Ultra-Orthodox Jew  -0.05***
(0.004)
Message*Income 0.00 -0.00 0.00 0.00
(0.00) (0.00) (0.00) (0.00)
gﬂtf;fnage*MOther s academic 5504 po1*  -0.002 -0.01
(0.01) (0.01) (0.01) (0.01)
g/ltte;isna.lge*Father’s academic 0.01 0.002 0.002 0.01
(0.01) (0.01) (0.02) (0.01)
Message*Number of children ~ -0.001 -0.001 -0.003 -0.002
(0.002) (0.002) (0.003) (0.002)
Message*Child’s age -0.002*** -0.001*  0.001 -0.003***
(0.001) (0.001) (0.001) (0.001)
Message*Married parents -0.02***  0.002 -0.03 -0.03***
(0.01) (0.01) (0.02) (0.01)
Noninteraction controls Yes Yes Yes Yes
Constant 0.004***  0.004 -0.001 0.003
(0.001) (0.01) (0.02) (0.01)
Observations 60,363 23,560 13,329 22,850
R? .03 .02 .01 .05

Each column in this table represents a different linear regression of the effect of receiving a
text message on February 6th and 7th and its interactions with additional individual
characteristics on making any active enrollment to the SECP program by February 19th.
Column 1 reports the results of a regression on the full sample matched data set. Column 2
reports the results of a regression on the Arab minority-matched data set. Column 3 reports
the results of a regression on the Ultra-Orthodox-minority-matched data set. Column 4
reports the results of a regression on the non-minority-matched data set. Data come from the
NIl administrative database. *p < .1; **p < .05; ***p < .01.
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Table 2. Choose to deposit additional funds by February 19th

Full sample  Arab Ultra-Orthodox Nonminority
(1) (2) (3) (4)
Message 0.07*** 0.02*** 0.02* 0.08***
(0.01) (0.004) (0.01) (0.01)
Message*Arab -0.04***
(0.003)
Message*Ultra-
Orthoc?ox Jew -0.03%
(0.003)
Message*Income 0.00*** 0.00* 0.0000** 0.00***
(0.00) (0.00) (0.0000) (0.00)

Message*Mother ’s

; . 0.003 0.01*** 0.0000 0.004
academic attain.

(0.01) (0.005) (0.01) (0.01)
Message*Father’s g g, . 0.01 0.01 0.01
academic attain.

(0.01) (0.01) (0.02) (0.01)
Message*Number 11 -0.001 -0.004* -0.003*
of children

(0.002) (0.001) (0.002) (0.002)
gﬂg‘fsage*cm'd’s 0.001%%*  -0.001**  0.001 -0.002%**

(0.001) (0.0004)  (0.001) (0.001)
Message*Married ) ) s -0.0000 -0.001 L0.02%%*
parents

(0.01) (0.003) (0.01) (0.01)
Noninteraction Yes Yes Yes Yes
controls
Constant 0.001 0.003 -0.0003 0.0001

(0.0003) (0.003) (0.01) (0.005)
Observations 60,363 23.560 13.329 22.850
R? 03 01 01 03

Each column represents a different linear regression of the effect of receiving a text
message on February 6th and 7th and its interactions with additional individual
characteristics on choosing to deposit additional NIS 50 savings into the SECP
program by February 19th. Column 1 reports the results of a regression on the full
sample matched data set. Column 2 reports the results of a regression on the Arab-
minority-matched data set. Column 3 reports the results of a regression on the Ultra-
Orthodox-minority-matched data set. Column 4 reports the results of a regression on
the non-minority-matched data set. Data come from the NIl administrative database.
*p <.1;, **p<.05; ***p < .01.
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Table 3. Choose high-yield/high-risk track by February 19th

Full sample Arab Ultra-Orthodox Nonminority
(1) (2) (3) (4)
Message 0.03*** 0.003*** 0.01 0.03***
(0.004) (0.001) (0.01) (0.005)
Message*Arab -0.03***
(0.002)
Message*Ultra- .
Orthodox Jew -0.02
(0.002)
Message*Income 0.00*** 0.00 0.0000** 0.00***
(0.00) (0.00) (0.0000) (0.00)
Message*Mother’s ) 3. -0.0001 -0.003 0.01%%
academic attain.
(0.004) (0.002) (0.002) (0.004)
Message*Father’s ) e 20,0001 0.01 0.02%**
academic attain.
(0.005) (0.002) (0.01) (0.005)
Message*Number  of ) 57 -0.0001 -0.002* -0.0003
children
(0.001) (0.0003) (0.001) (0.001)
Message*Child’s age  -0.001*** -0.0002* 0.0004 -0.002***
(0.0004) (0.0001) (0.0004) (0.0004)
Message*Married *
parents -0.003 -0.0004 -0.0003 -0.004
(0.004) (0.001) (0.01) (0.005)
Noninteraction controls Yes Yes Yes Yes
Constant 0.0002 0.00 0.00 0.001
(0.0004) (0.001) (0.01) (0.004)
Observations 60,363 23,560 13,329 22,850
R2 .03 .001 .01 .03

Each column represents a different linear regression of the effect of receiving a text

message on February 6th and 7th and its interactions with additional individual
characteristics on choosing a high-yield/high-risk investment track in the SECP program
by February 19th. Column 1 reports the results of a regression on the full sample matched
data set. Column 2 reports the results of a regression on the Arab-minority-matched data
set. Column 3 reports the results of a regression on the Ultra-Orthodox-minority-matched
data set. Column 4 reports the results of a regression on the non-minority-matched data set.
Data come from the NIl administrative database. *p < .1; **p < .05; ***p < .01.
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Table 4. Choose by smartphone by February 19th

Full sample  Arab Ultra-Orthodox Nonminority
(1) (2) (3) (4)
Text message 0.04*** 0.01** 0.01 0.06***
(0.01) (0.004) (0.01) (0.005)
Message*Arab -0.02***
(0.002)
Message*Ultra-
Orthoc?ox Jew -0.02%
(0.002)
Message*Income 0.00*** 0.00 0.0000** 0.00
(0.00) (0.00) (0.0000) (0.00)

Message*Mother ’s

. . -0.003 0.02%** -0.005* -0.01**
academic attain.

(0.004) (0.004) (0.003) (0.004)
Message*Father’s , o, 0.01%* 0.001 -0.0003
academic attain.

(0.004) (0.005) (0.01) (0.005)
Message*Number 11 -0.0001 -0.002* -0.003**
of children

(0.001) (0.001) (0.001) (0.001)
gﬂg‘fsage*cm'd’s 0.001%*%*  -0.001 0.0003 -0.002%**

(0.0004) (0.0003)  (0.0005) (0.0004)
Message*Married ) )y 0.004 -0.001 -0.003
parents

(0.004) (0.003) (0.01) (0.004)
Noninteraction Yes Yes Yes Yes
controls
Constant 0.001%**  0.003 0.00 0.001

(0.001) (0.003) (0.01) (0.004)
Observations 60,363 23.560 13.329 22.850
R? 02 01 01 02

Each column represents a different linear regression of the effect of receiving a text
message on February 6th and 7th and its interactions with additional individual
characteristics on making an active enroliment choice in the SECP program while
using a smartphone by February 19th. Column 1 reports the results of a regression on
the full sample matched data set. Column 2 reports the results of a regression on the
Arab-minority-matched data set. Column 3 reports the results of a regression on the
Ultra-Orthodox-minority-matched data set. Column 4 reports the results of a
regression on the non-minority-matched data set. Data come from the NI
administrative database. *p < .1; **p < .05; ***p < .01.
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Table 5. Made choice by February 19th: Survey database

A. Any active enrollment choice

Full sample Arab Ultra-Orthodox  Nonminority

1) ) @) (4)
Text message 0.07* -0.16*** 0.05* 0.03

(0.06) (0.06) (0.03) (0.05)
Text message*Trust 0.16*** 0.29%** 0.38*** -0.02

(0.08) (0.05) (0.07) (0.10)
Text MESSAELOW ;g e -0.20%%* 10.22%%% 0.01
Subjective financial literacy

(0.08) (0.06) (0.05) (0.10)
-(geb)}tactive finarr:]ceizsla}?t?er;&\/lv 0.07% 0.04 -0.04 0.01

(0.07) (0.06) (0.04) (0.07)
R? .06 14 .20 .05

B. Choose to add additional 50 NIS

Full sample Arab Ultra-Orthodox  Nonminority

1) () @) (4)
Text message 0.06" -0.13*** 0.04 0.04

(0.06) (0.04) (0.02) (0.05)
Text message*Trust 0.10™" 0.17"™ 0.38™ 0.03

(0.04) (0.04) (0.04) (0.09)
Tex'g _ _me§sag_e*Low .0.10"* 017 015" -0.06
Subjective financial literacy

(0.04) (0.04) (0.04) (0.09)
Text o messagerlow oo 0.03 -0.05 -0.06
Objective financial literacy

(0.06) (0.04) (0.04) (0.06)
Constant Yes Yes Yes Yes
Additional controls Yes Yes Yes Yes
Observations 1,076 377 355 283
R? .07 14 25 .06

Each column represents a different linear regression of the effect of receiving a text message on February 6th
and 7th and its interactions with additional individual characteristics on making an active enrollment choice in
the SECP program by February 19th. Panel A presents the results of regressions on making any active enrollment
choice. Panel B presents the results of regressions on depositing additional funds. Column 1 reports the results
of a regression on the full sample matched data set. Column 2 reports the results of a regression on the Arab-
minority-matched data set. Column 3 reports the results of a regression on the Ultra-Orthodox-minority-matched
data set. Column 4 reports the results of a regression on the non-minority-matched data set. Data come from the
NIl administrative database. *p <.1; **p <.05; ***p < .01.
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Table 6. Made any choice by February 19th: Survey database

Ultra-

Full sample Arab Orthodox Nonminority

(1) (2) ©) (4)
Text message 0.09** -0.10* 0.05 0.06

(0.07) (0.06) (0.03) (0.06)
Text
message*Difficulty -0.06* -0.21*** 0.01 -0.06
to Cover expenses

(0.09) (0.06) (0.04) (0.07)
Text 0.05%%  0.31% 0.40%%* -0.0004
message*Trust

(0.09) (0.05) (0.07) (0.10)
Text message*Low
Subjective -0.10*** -0.24%*** -0.22%** 0.004
financial literacy

(0.08) (0.06) (0.05) (0.10)
Text message*Low
Obijective financial -0.07** 0.01 -0.04 -0.01
literacy

(0.08) (0.06) (0.04) (0.07)
Constant Yes Yes Yes Yes
Additional controls Yes Yes Yes Yes
Observations 1,076 377 355 283
R? .07 16 21 .08

Each column represents a different linear regression of the effect of receiving a text
message on February 6th and 7th and its interactions with having a higher level of trust
dummy variable (having an average of four or higher to two questions regarding level of
trust in government), having a low level of objective financial literacy dummy variable
(knowing the answer to one or fewer objective financial literacy questions) and having a
low level of subjective financial literacy dummy variable (having a self-proclaimed low or
very low understating of financial issues) on making any active enrollment choice in the
SECP program by February 19th. Column 1 reports the results of a regression on the full
sample matched data set. Column 2 reports the results of a regression on the Arab-minority-
matched data set. Column 3 reports the results of a regression on the Ultra-Orthodox-
minority-matched data set. Column 4 reports the results of a regression on the non-
minority-matched data set. Data come from the NIl survey database. *p < .1; **p < .05;
***p < .01
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Table 7. Made any choice, including locality indexes

Ultra- .
Full sample  Arab Orthodox Nonminority
(1) 2) (3) 4)
Text message 0.10%** 0.04%*** 0.06%** 0.14%**
(0.02) (0.01) (0.02) (0.02)
Text message *Arab 0.003**
(0.001)
Text message *Ultra-
Orthodox Jew -0.001
(0.001)
. )
;eé‘éx message  *Centrality  nosuxx  gogxex 00005  0.002
(0.002) (0.002) (0.002) (0.002)
o
;eé(éx message  *Socioecon 54 -0.005%*  0.002 -0.002
(0.002) (0.002) (0.003) (0.002)
Text message *Rural -0.01*** -0.02%** -0.004 0.01
(0.01) (0.005) (0.01) (0.01)
Additional controls Yes Yes Yes Yes
Constant Yes Yes Yes Yes
Observations 60,363 23,560 13,329 22,850
R2 .03 .02 .01 .05

Each column represents a different linear regression of the effect of receiving a text message
on February 6th and 7th and its interactions with minority affiliation variables as well as
locality variables on making any active enrollment choice in the SECP program by February
19th. Locality variables include socioeconomic index, centrality index and rural indicator
calculated using data from the 2015 national survey on demographic and standard of living.
For the socioeconomic index, each locality is ranked between 1 and 10. Centrality index
grades localities’ proximity to economic activity or potential for activity. Column 1 reports
the results of a regression on the full sample matched data set. Column 2 reports the results of
a regression on the Arab-minority-matched data set. Column 3 reports the results of a
regression on the Ultra-Orthodox-minority-matched data set. Column 4 reports the results of a
regression on the non-minority-matched data set. Data come from the NII administrative
database. *p <.1; **p < .05; ***p <.01.

51

220z 11idy 90 U0 Jasn wajesniar J0 AlISIOAIUN MBIGaH "S90USIOS [BI00S ¥ SaIlUBWINK JO) qiT plauwoolg Aq €/18459/1 L 00BIO/SIDN/E60 L "0 /IOP/e[oIIB-80UBADPE/SIOI/WOD dNO-oIWapeoR//:sdly Wol) papeojumoq



