
We conduct  a random ized cont rolled t r ial in Sr i Lanka t o st udy what  incent ives and cont ract  
designs generat e higher  par t icipat ion and savings in t he m icro pension. We conduct  a 3 by 2 
fact or  design in t he t wo dim ensions of  cont ract  design: t he m et hod of  deliver ing subsidy, and 
t he degree of  com m it m ent . Individual are random ly assigned t o a cont rol group, a f ree 
inst allm ent  group, and a m at ching group. Individuals are also random ly assigned t o a low  
com m it m ent  group and high com m it m ent  group. We f ind t hat  a f ree inst allm ent  for  t he f ir st  
m ont h cont r ibut ion increases t he pension par t icipat ion f rom  13 percent age point s t o 43 
percent age point s, and increases t he pension cont r ibut ion by 230 %. A 100% m at ching for  t he 
f ir st  m ont h cont r ibut ion also increases t he par t icipat ion and cont r ibut ions, but  t he ef fect  is 
sm aller . Alt hough higher  degree of  com m it m ent  (h igher  w it hdraw  punishm ent ) sl ight ly 
reduce t he pension par t icipat ion, it  has sm all or  posit ive im pact  on t he pension cont r ibut ion. 
Moreover , condit ional on par t icipat ion, h igh penalt y increases t he allocat ion t o t he 
com m it m ent  account  by 12.2 percent age point s. We show t hat  t he result s can be explained by 
t hat  h igh com m it m ent  cont ract  at t ract s m ore sophist icat ed agent s, and sophist icat ed agent s 
are m ore l ikely t o par t icipat e in t he pension and allocat e m ore t o t he com m it m ent  account .
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