
 
Nudgeathon 2018 Intervention Brief: OneChoice 

 
Our proposed solution, OneChoice, is a private comparison service for consumer credit products. This solution 
focuses on Challenge 1 (Switching). 
 
Solution Overview 

 
OneChoice works by presenting consumers with the simply dichotomy between switching to the optimal 
financial product for their needs, or not. Each consumer’s Open Banking data is used to pick the optimal 
financial product for them. OneChoice has two main additional features. The first is that OneChoice offers 
consumers who are still unmotivated to switch using the enticement of immediate cash payments. The second 
additional feature is that OneChoice sends follow-up invitations to switch. These are sent to consumers 
structured around social comparisons of value from financial products (e.g. “Most people in your suburb have a 
lower interest rate than you”).  
 
The algorithm that OneChoice uses to select optimal financial products minimizes the projected net cost across 
appropriate credit products. ‘Appropriate’ credit products relates to liquidity; we recognize that credit cards 
provide an important liquidity service to consumers and so we recommend alternatives with similar credit limits. 
In cases where consumers have access to other liquidity sources (such as significant private savings) personal 
loan products may be considered. ‘Net cost’ includes interest payments, all fees, and the (discounted) value of 
reward points and other benefits (e.g. insurance). Net cost for each product is projected for a consumer based 
on their current balance and recent financial behaviour. We select a single optimal product by randomizing 
over roughly equivalent products. 
 
Many Australian consumers can save money by changing their credit card. There is significant dispersion in 
the interest rates on credit card products, with standard cards charging around 20%, while low-cost cards have 
rates around 13% (RBA 2018). This is very relevant for the roughly 35% of card holders who do not pay their 
balance in full each month, and thus incur interest charges (HILDA 15). For these consumers, switching to a 
lower rate product is likely to be the optimal choice, as the monetary value of rewards and other card benefits 
is quite low (RBA 2012). This strategy also has wider applicability, as roughly 40% of consumers who do pay 
their balance each month slip out of this state over a period of 6 years (HILDA 15). 
 
A significant saving over the next 12 months may not entice particularly present-biased consumers, so we offer 
immediate cash payments to do so. Consumers are required to repay a larger amount within the next 12 
months. This is the basis of the commercial funding model of OneChoice, and must generate enough to offset 
the credit risk involved. Importantly, the amounts involved will always be smaller than 20% of the gains from 
switching, so consumers still receive large benefits under this ‘enticed’ switching.  
 
We believe more information on the deals available to consumers is needed to galvanise competition in the 
financial sector. For this reason, we are proposing that credit providers be required to release anonymised, 
random, samples of data on the financial products used by their customers. This is not transaction-level Open 
Banking data, which is likely impossible to anonymise. Instead, it is data on the products, balances, limits, fees, 
and interest rates, of a random sample of each banks’ customers, together with (anonymised) demographic 
data for those customers. This data would be available to all accredited Open Banking participants.  It would 
make clear, for example, the distribution of mortgage interest rates in the Australian economy. This data will 



 
allow OneChoice, and other comparison services, to tell individual consumers whether their current deals are 
better or worse than those of their peers.  
 
 
Behavioural justification 

 

Numerous empirical studies have demonstrated that perfect competition does not appear to manifest as 
expected in retail financial markets (Carlin, 2009). One potential reason for this is that consumers suffer from 
behavioural biases, another considers that firms obfuscate the true value of goods and services (Kalayci, 
2015). Comparison services can employ a number of nudges which allow agents to arrive at their optimal 
decision. The solution we have provided addresses the issues of bounded rationality, choice overload, and 
present bias in addition to other heuristics such as loss aversion and social comparison. These issues affect 
consumers not only in the credit card industry, but also in other contract-based industries (Grzybowski and 
Pereira, 2002). We propose a scalable three tier solution that seeks to effectively engage and enable 
thoughtful consumers.  
 
The first tier is designed to mitigate issues of inertia, bounded rationality, and choice confusion by offering 
simplified illustration of the credit card decision. We have mitigated the issue of choice overload by only 
presenting an optimal choice to the consumer. Experimental results indicate that buyers make significantly 
more suboptimal choices when purchasing products with several attributes (Kalayci and Potters, 2011). For 
this reason, we display the surplus gained by the consumer with a single aggregated dollar value. This index 
value encapsulates a multitude of attributes and characteristics; translated into monetary terms. The index 
value will be optimised with regards to each individual’s transaction history, optimally weighing individual’s 
spending habits against their needs (Hastings and Duarte, 2012). It will work to mitigate inertia by drastically 
reducing search costs and attenuating representativeness biases. As demonstrated, our first tier actively 
alleviates concerns surrounding bounded rationality, inertia, and choice overload. 
  
Our second tier is designed to nudge those consumers who may not have been sufficiently incentivised by the 
first tier. A large proportion of consumers suffer from present bias in some form (Choi et al., 2001), we seek to 
address this issue in our second tier with the development of our ‘Get money now’ infrastructure. This process 
involves the comparison service offering an upfront payment to the individual, conditional on them switching to 
our optimal contract. The consumer would then make a delayed and distributed repayment to the firm. This 
option provides consumers with tangible gains today. Furthermore, whilst we would expect a number of 
consumers to default or fail to repay the full amount at maturity, we believe that we would be able to easily 
construct a viable predictive analytics model in order to assess credit risk accurately. We postulate that for 
those consumers who were not enticed by the first tier, the utility gained from receiving the monetary payment 
will be greater than the discounted future benefits of the optimal contract; achieving the desired effect. Present 
bias is also leveraged in our proposed repayment scheme. We suggest delaying the negative impact of 
repayments by requiring the first repayment two months into the future, and minimising the impact of the loss 
from the repayment by spreading out all subsequent repayments into small monthly amounts. 
 
The third tier is designed to mitigate the impact of inattention and procrastination. The third tier involves an 
email reminder, which helps counteract the prevalence of inattention and procrastination (Altman & Traxler, 
2014). This is supported by the use of social comparison of the consumer to a local demographic. This nudge 
is expected to also decrease inertia and encourage consumers to revise whether they are still receiving the 
optimal contract (Alcott, 2011).  


