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ABSTRACT

Financial advice has historically been narrowly focused on investing decisions, which has led to skepticism from researchers

and policymakers about its value, both in terms of the net alpha and personalization level of advised portfolios. This article ex-

plores the potential value of broader, or holistic, financial advice that also covers savings, debt and insurance decisions, which

are relevant to a much broader population, not just those with enough wealth to care about investment alpha. The results show

that there's tremendous value in holistic financial advice, which is worth $4384 per year or 7.5% of annual income for the typi-

cal household and translates into 2472bps of the median 401(k) account balance. More importantly, this type of advice can be

especially valuable for those with lower income who historically have been underserved. While policymakers have tradition-

ally focused on the costs of financial advice, this research suggests that they should also be concerned about ensuring low and

middle-class households have access to valuable holistic guidance, which is becoming increasingly affordable by leveraging AT

and other technologies.

1 | Introduction

In recent years, government regulators have taken an in-
creasingly skeptical view of the value provided by investment
advisors. This has led to several new regulations, including ad-
ditional disclosures around fees, broadening the definition of
a fiduciary, and strict guidelines with respect to IRA rollovers.
Employers are also increasingly skeptical as fiduciaries, worried
that financial advice might not be worth the cost.

Yet, decades of research in behavioral economics suggest
people need extensive help when it comes to financial deci-
sion making, especially given the challenges of household fi-
nance in the 21st century (Benartzi and Thaler 2007; Thaler
and Benartzi 2004; Benartzi 2012; Benartzi and Thaler 2013;
Beshears et al. 2018). Furthermore, digital advisors should be
able to provide advice at a lower cost, as evidenced by the in-
flux of “robo-advisory” services offering investment advice for
a fraction of the cost of human advisors. With the advent of fi-
nancial advisory platforms using AI technology, the cost is fall-
ing even further—we're already seeing select digital advisors
offering guidance at no cost.

In addition, digital advisors can be more transparent and audit-
able than human advisors. In theory, this should make it easier
to identify and correct for any self-interested recommendations.

Given the lower cost and increased transparency of digital ad-
vice, why is there so much continuing skepticism about the cost-
benefit tradeoff of financial advice?

Narrow framing is one likely explanation, as policymakers have
exclusively focused on a cost-benefit analysis of investment ad-
vice. For instance, a typical financial advisor might charge 1% per
year of the advised investments. Yet, a recent study has shown
that advised clients underperform the benchmark, earning a
net alpha between negative 2% and 3% per year (Linnainmaa,
Melzer, and Previtero 2021). Research also shows that human
advisors struggle to personalize the investment portfolio based
on client preferences, often inflicting their own personal prefer-
ences on their clients (Foerster et al. 2017).

In this article, we focus on the potential value of delivering
financial advice in other domains, such as savings, insurance
and debt management. We refer to such advice as holistic
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TABLE1 | The value of sure wins by domain.

Percent of
Gain per Gain per winner winning Average win Average win across
winner ($) (% of pay) employees across all ($) all (% of pay)
Savings $1242 1.63% 31.3% $389 0.51%
Insurance $510 2.00% 61.0% $311 1.22%
Debt $2632 3.88% 20.0% $526 0.78%
Total $4384 7.51% $1226 2.51%

financial advice and measure its benefits. Of course, holistic
financial advice can also be defined even more broadly and
include domains such as human capital. This article argues
that the potential value of holistic financial advice is so signif-
icant, and the cost is falling so quickly with new technology,
that even an approximate cost-benefit analysis will justify
the cost.

While it's true that households can currently get advice in
these different domains, the advice is often fragmented. In
order to get the equivalent of holistic advice, a person would
need access to a registered investment advisor, a loan broker,
a debt counselor and an insurance agent. This presents sig-
nificant obstacles, especially for lower income individuals.
In addition, many of these financial choices are interlinked,
and benefit from coordination. For example, the decision to
buy long-term care could affect how quickly you can afford
to draw down your assets in retirement, or the size of your
bequest. The decision to buy a high-deductible medical plan
could affect how much a household should put aside in emer-
gency savings.

It is obviously difficult to evaluate the full impact of financial ad-
vice. In part, this is because financial advice typically involves
tradeoffs and uncertainty. For example, a parent can take her
daughter for ice cream today or, alternatively, save the money in
a 401(k) plan and take multiple grandkids for ice cream in the
future. It is not clear which strategy is better.

To address these issues, this article focuses on situations with
sure wins. These situations are much more common than is
typically assumed, especially if one looks beyond the nar-
row space of investment advice. While investment advice is
needed, it shouldn't be the only type of advice. We will focus
on three situations—savings, debt and insurance—in which
financial guidance can offer people an arbitrage opportunity,
giving them measurable upside with no downside. These sure
win situations are the equivalent of getting ice cream now and
in the future.

These arbitrage opportunities are big enough to significantly
impact the financial wellbeing of the typical American house-
hold. When holistic advice is evaluated, it can be worth $4384
per year, 7.5% of annual income, or 541 bps assuming an average
401(k) account balance for those who need advice in multiple
categories.! (If we look at the median account balance, which
is more representative of most workers, this holistic advice is
worth 2472bps. Of course, given the skewness of the distribu-
tion, the value of advice is very sensitive to account balance.)

Of course, not everyone will need advice and guidance to the
same degree. For example, if you're already debt-free, you won't
need help refinancing your loans. However, even after factoring
in the variability in the need for advice, holistic financial advice
is worth $1230, 2.5% of income, or 151 bps across all workers. (If
using the median account balance, it is worth 693 bps.)

The potential benefits of holistic advice are particularly neces-
sary and impactful for low-income households. For example,
choosing the right insurance has a 10 times larger impact on an-
nual income for lower-income households, relative to higher in-
come households (Bhargava, Loewenstein, and Benartzi 2017a).
Although professional financial advice has been treated like
a luxury good, reserved for households with the most wealth,
lower income and underserved households could actually bene-
fit far more from affordable and holistic financial advice.

While this article focuses on the potential value of holistic finan-
cial advice, there is likely to be gap between potential value and
realized value due to longstanding issues with advice take-up
rates (Fernandes, Lynch, and Netemeyer 2014). This is due to
a variety of factors, include scarcity of attention and, when it
comes to digital advice, algorithmic aversion, which leads people
to reject advice that isn't delivered by a human (Greig et al. 2022;
D'Acunto and Rossi 2023).

Clearly, the potential value of financial advice is extremely high.
However, by using the right mix of digital and human advice,
the cost of advice can be significantly reduced, further boosting
its ROI. Although regulators remain concerned about the cost of
financial advice, it's the absence of holistic financial advice that
turns out to be so expensive.

2 | Sure Win 1: Retirement Savings

Research by James Choi, David Laibson and Brigitte Madrian
finds that nearly 40 percent of older workers are leaving “$100
bills on the sidewalk” (Choi, Laibson, and Madrian 2011). That's
because they are failing to maximize the company match in their
401(k) plan. While some younger workers might have reasons to
not maximize the match—in many instances, it's smarter to pay
off your expensive debt first—workers older than 59.5 can cash
out their contributions and the generous match at many compa-
nies. (Those younger than 59.5 can still benefit from the match,
provided they're patient.)

For the older workers studied by the scientists, the failure to
maximize the match proved quite costly. While there is a large
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amount of variability across different companies in terms of av-
erage win per employee, the median company displayed an av-
erage potential win worth 1.63% of annual salary, or $1242 per
worker (see Table 1).2

Some might object that these benefits from advice are short-lived,
as people will eventually learn how to maximize their match.
However, those older workers had a mean tenure of 16 years, and
still failed to maximize their match. Without actionable advice,
they are unlikely to ever realize the sure win.

Most employees are not in their 60s, and thus can't immedi-
ately benefit from this sure win. However, there are additional
arbitrage opportunities in the savings domain that apply to
workers of all ages. Consider research by Taha Choukhmane,
Lucas Goodman and Cormac O'Dea. They looked at cou-
ples who both have access to 401(k) accounts with employer
matches. To optimize their benefit, couples should increase
their contributions to the employer with the higher match.
Unfortunately, roughly 25% of couples fail to do this, which
costs them an average of $700 per year (Choukhmane,
Goodman, and O'Dea 2021). These couples can surely benefit
from professional financial advice.

Furthermore, even if workers are young and single, they can
still benefit from other sure wins in the savings domain. For
instance, people with student debt can benefit from new provi-
sions related to employer matches and student debt. In this case,
workers can continue to pay off their education loans while their
employer deposits their match into their 401(k) account. If their
employer offers such a match program, employees simply need
to inform their employer that they are paying off their debt in
order to receive the match.

Others might object that many people think they can manage
their finances on their own. However, the available evidence
suggests that the vast majority of these people are still likely
to benefit from financial advice. Research I conducted with
Nobel Laureate Richard Thaler showed that 80% of those who
declined investment advice, and created their own portfolios,
actually preferred the professional portfolios when shown the
impact of their selections on retirement outcomes (Benartzi and
Thaler 2002).

Far more advice is needed than people realize.

3 | Sure Win 2: Debt Management

Although financial advice has typically focused on the man-
agement of assets, American households carry more than $16.5
trillion in debt, including mortgages, as of 2022.3 This amount
exceeds the value of all defined contribution retirement plans by
$7.2 trillion,* which is why holistic financial advice should also
help households manage their debt.

Research by Benjamin Keys, Devin Pope and Jaren Pope found
that about 20% of households with good credit fail to refinance
their mortgage despite lower available rates, with the aver-
age household paying $2632 extra per year (Keys, Pope, and

Pope 2016). For the typical worker, that's equivalent to roughly
3.88% of their annual income.’

Furthermore, because the mortgage is almost always the largest
single expense for homeowners, effective refinance strategies
can save them large sums of money, which they can invest in
ways that boost their financial wellbeing. Over the lifetime of
the mortgage, after factoring in complexities such as the proba-
bility of the household moving, the cost of refinance, and taxes,
the researchers estimate a gain of $15,797.°

Obviously, mortgage rates fluctuate over time. There will be pe-
riods when more people will benefit from refinancing, and peri-
ods when fewer will benefit. But through all the ups and downs,
one constant remains: people will need holistic financial advice
to ensure they aren't wasting money on their debt. But refinanc-
ing is not just about saving money when rates decline—it's also
about managing risks. In particular, refinancing is relevant for
households with adjustable-rate mortgages who have little fi-
nancial buffer, and thus might be forced into foreclosure when
their payments increase.

But what if there aren't any opportunities to refinance the mort-
gage, either because rates have risen, or the household doesn't
own a home? There are still likely to be savings from helping
people manage their other forms of debt. Consider credit cards.
Recent research by John Gathergood and colleagues finds that
households fail to prioritize repayment for credit cards with
higher interest rates (Gathergood et al. 2019). For households
with five or more credit cards, this mistake costs them, on aver-
age, $1571 per year.” Just imagine how else that money could be
used to improve their financial wellbeing.

Many households also choose the wrong credits cards. For ex-
ample, there is significant price dispersion across various credit
cards. Unfortunately, research by Victor Stango and Jonathan
Zinman finds that many card shoppers fail to identify the bet-
ter alternatives. This leads shoppers versus non-shoppers to
pay interest rates that “are as different as those paid by borrow-
ers in the best versus worst credit score deciles” (Stango and
Zinman 2016).

4 | Sure Win 3: Insurance

Research by Saurabh Bhargava, George Loewenstein and Justin
Sydnor found that 61% of workers chose the wrong health in-
surance plan (Bhargava, Loewenstein, and Sydnor 2017b). For
these workers, it was a costly error, leading them to overspend
by an amount equivalent to 24% of the typical premium. This
is equivalent to losing $510 per year, or roughly 2% of their an-
nual income.? This is an especially problematic mistake given
that many people now purchase health insurance online, and
rely on websites that can exacerbate these mistakes (Bhargava,
Loewenstein, and Benartzi 2017a).

Why do so many people choose the wrong plan? They are drawn
to insurance options with lower deductibles, but fail to realize
that the additional premium cost is disproportional. For exam-
ple, in the plans studied by the researchers, employees had to
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pay more than $500 with certainty in additional premiums to
reduce their deductible from $1000 to $750, resulting in a poten-
tial cost-savings of just $250, or half of the increase in premiums.
This means they'll be paying more for a low-deductible plan, re-
gardless of how much health care they consume (Brot-Goldberg
et al. 2017).°

Taken together, these examples of sure wins from the domains
of savings, debt and insurance could add up to a 7.5% pay raise
for the typical worker, giving them an additional $4384 per
year in income. Since advice is often charged as a percentage
of investable assets, we also calculated the value of advice
relative to the average and median 401(k) account balances,
which is 541 and 2472bps, respectively. We also considered
using total household wealth as the denominator in the calcu-
lation, but the problem is that household wealth is often nega-
tive due to debt levels.

Of course, not all employees will require help across all three
domains. For instance, some people might be renters, and aren't
concerned about refinancing their mortgage. As a result, it's im-
portant to estimate the fraction of people who need help and the
average win across all employees.

For savings, the average win is 1.63% of pay, but since only
31% of older workers need help arbitraging the match, the av-
erage win across all workers is 0.51% of salary (Choi, Laibson,
and Madrian 2011). For debt refinancing, the average win is
slightly larger at 3.88% of pay, but since this opportunity ap-
plies to 20% of homeowners, the average across all homeown-
ers is 0.78% of salary (Keys, Pope, and Pope 2016). Improving
insurance selections leads to an average win of 2.00% of
salary, with 61% of workers living money on the table. This
leads to average win of 1.22% across all workers (Bhargava,
Loewenstein, and Sydnor 2017b). Interestingly, these calcula-
tions suggest that often overlooked elements of holistic finan-
cial advice—debt and insurance—generate more value than
the retirement savings interventions that are more reflective
of traditional financial advice.

In total, these wins generate the equivalent of a 2.51% salary
increase across all employees. Translated into basis points, the
numbers are 151 and 693 using the average and median 401(k)
account balances, respectively.

One important caveat is that there's very little data on holistic
financial planning, as it has yet to be widely implemented. As a
result, we are forced to add numbers from different studies that
use different populations with different income levels. Although
these are difficult numbers to aggregate, we expect the total pro-
jected value of advice to become more precise as more data and
research become available.

If none of these sure wins are relevant for a given worker, does
that mean he or she should skip financial advice? Not at all.
These are just three easily measured examples of sure win
situations. There are many more, including entire categories
I have not addressed, such as taxes. Consider a study of the
earned income tax credit (EITC) (Bhargava and Manoli 2015).
Approximately, 25% of eligible households fail to claim the

credit (Plueger 2009), leading to an average foregone gain of
$1681.1° That's equivalent to more than a month of salary for
these households.

5 | Probable Wins

In addition to the sure wins listed above, holistic advice can also
generate highly probable wins that are not guaranteed, yet can
still add large amounts of value.

Consider research on the Social Security claiming decisions
of American workers by David Altig, Laurence Kotlikoff and
Victor Yifan Ye (Altig, Kotlikoff, and Ye 2022). They find that
virtually all Americans should delay claiming until age 65, and
90% should delay claiming until age 70. Unfortunately, only 10%
of people actually do so. For workers who claim too early, the
median loss is $182,370. This mistake is particularly costly for
lower-income workers: their median loss is nearly 16% of retire-
ment income, with one in four losing more than 27% of retire-
ment income. (Of course, not all workers have sufficient savings
to delay claiming until age 70. However, every month of delay
they can afford will still lead to an increase in their lifetime ben-
efits.) While these wins aren't certain—you might be one of the
unlucky retirees who dies at a younger age—we shouldn't dis-
count that $182,370 gain to $0 just because there's a chance the
strategy won't always work.

6 | Non-Monetary Wins

The above wins focused on the monetary aspect of improved
financial choices as measured by increases in income. We
should not forget or discount, however, the possibility of non-
monetary wins. Consider a common choice faced by millions
of Americans: should they try to save money by buying generic
drugs? Given the high cost of prescribed medicines, roughly 30%
of Americans either skip doses, take an over-the-counter treat-
ment instead, or fail to fill a prescription (Hamel et al. 2022).
While generic drugs might seem beyond the scope of financial
advice, and beyond the expertise of financial advisors, new tech-
nologies such as AI can help advisors offer guidance on a far
wider range of financial decisions.

By encouraging people to learn more about generic drugs,
AT chatbots can help them “win” back 80 percent of the cost
of their medications, which is the monetary win. That, in
turn, can help them take their medicine as prescribed, which
is likely to improve their health and provide a critical non-
monetary win.

These non-monetary wins might be more common than it seems
at first glance, given the high levels of financial stress reported
by American workers. That stress impacts many aspects of life,
even causing truck drivers to get into preventable accidents
(Meuris and Leana 2018). Similarly, older employees approach-
ing retirement report outliving their money in retirement as a
leading concern.!! Providing them with a sustainable retirement
income plan could provide significant emotional benefits with
tremendous non-monetary value.
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7 | Not All Wins Are Created Equal

These wins are particularly impactful for low-income house-
holds. Take health insurance. While approximately 30% of
workers with annual incomes above $100,000 chose the wrong
health insurance plan, nearly 70% of workers making less than
$35,000 chose the wrong plan (Bhargava, Loewenstein, and
Sydnor 2017b). They also see a much larger benefit from im-
proved insurance selection—workers with the lowest income
benefit five to ten times more, as measured by gains as a per-
centage of salary, than workers with higher incomes.

The best way to get sure wins for everyone, including low-income
households, is to eliminate those options that are sure losers. In
the case of health insurance, the advice might actually be im-
plemented by the employer, as they should consider eliminating
suboptimal plans that offer low deductibles with disproportion-
ately high premiums.

However, making it easy to avoid losers by simply removing
them from the consideration set is not always possible. Consider,
for example, financial aid for low-income households. The chal-
lenge here is not the existence of losers—it's the difficulty of
winning, which requires extensive paperwork during the appli-
cation process.

Eric Bettinger, Bridget Terry Long and Philip Oreopoulos
showed that auto-filling the FAFSA financial aid application
using existing tax records increased college enrollment rates
among low to moderate income students by approximately
25% (Bettinger et al. 2012). Automatically completing financial
forms is likely to also boost earned income tax credit applica-
tions, refinance applications and other wins that requires time-
consuming paperwork.

The dramatic impact of such interventions demonstrates the
benefit of making the right choice the easy choice. Although
traditional financial advice has focused on improving the in-
vestment portfolios of those who have already accumulated
significant wealth, holistic guidance combined with a “make
it easy” approach can greatly expand the pool of underserved
households who could meaningfully benefit from advice. In
some cases, it can even make it possible for students to attend
college. For those who are concerned that the impact of advice is
short-lived, it's important to remember those situations in which
the advice is actually life-changing.

8 | Summary and Discussion

This article documents the potential value of holistic financial
advice in the 21st century. When advice reflects the wide range
of financial decisions the typical household faces, it can be
worth $4384 per year or 7.5% of annual income. Furthermore,
the value of advice is potentially up to 10 times larger for un-
derserved groups, such as low-income households. These people
are currently getting the least guidance. But they are likely to
benefit the most.

As noted above, this article provides a rough sizing exercise
based on aggregating existing studies with different populations.

| High-level recommendations for providing holistic advice and increasing access.

TABLE 2

Recommendations for democratizing advice

Recommendations for better advice

1. Policy makers should focus more on access to holistic financial advice which requires using tech for scaling.

1. Advice should cover saving, debt management and

insurance, not just investing.

2. Policy makers should devise a regulatory framework for new technologies such as AI as soon as possible to

2. Advice should be actionable and easy for people to

facilitate responsible adoption.

implement.

3. Policy makers should consider the “independent financial expert model” to facilitate transparent advice and

3. Advice should help those who need it most.

address the “black box” concerns of AI technology.

4. Policy makers need to agree on the proper tradeoff between user privacy and the data sharing needed to

4. Advice should optimize the mix of humans and technology

personalize holistic advice.

to balance algorithmic aversion and the scale of technology.

50f 8

95U8917 SUOWIWIOD SAITERID 3|qeal|dde ay) Ag peusenob ae sapne O ‘esn J0 Sa|n. 1o} AkeiqiauluQO AS|IM UO (SUONIPUOD-PUR-SW.RI/AL0D AS | IM"ARe1q)1BUI|UO//:SANY) SUONIPUOD Pue SWis 18U 39S *[5202/80/50] Uo Akeiqiauliuo ASIM ‘66TT 2dI9/200T OT/I0p/W0d A8 IM Afelq1BulUD//:SANY WOJ) pepeojumMod ‘T ‘SZ0Z ‘STI8ELSE



Additional research is needed to obtain more precise estimates
of the value of holistic advice.

The good news, however, is that the cost of advice is rapidly de-
clining. If current trends hold, the costs of holistic advice are
likely to become negligible in the near future. One popular in-
vestment robo-advisor, for instance, charges $48 a year to man-
age accounts equivalent to the median 401(k) balance. Another
up-and-coming digital advisor that advises people about sav-
ings, insurance and debt management using AI technologies is
offered free of charge to all Americans. With the cost already at
Zero, or near zero, any cost-benefit analysis justifies the value of
holistic advice.

Given the likely benefits of holistic financial advice and the
minimal costs, it's essential that policymakers increase access
to advice, especially for the underserved. To their credit, there
were some efforts to boost access, though they were limited in
scope. For instance, in 2001 there was a concern that 401(k)
plan providers would provide investment advice that steer par-
ticipants towards higher fee funds. To address this concern, the
United States Department of Labor issued a landmark opinion
allowing 401(k) plans to provide investment advice for a level
fee to participants, provided the advice was generated by “a com-
puter program applying a methodology developed, maintained
and overseen by an independent financial expert.”?? This letter
transformed the services offered by retirement plan provid-
ers, allowing them to also help workers create well-diversified
portfolios.

Fast forward to 2025. If we want to expand advice beyond invest-
ments and a worker's 401k allocation, and capture the value-add
of holistic advice, there's a new challenge. Regulators are now con-
cerned that the black box of AI will steer people to the wrong in-
vestments and financial products. Can we learn something from
the 2001 solution that set the independent financial expert model?

We need an equivalent opinion in 2025, which would encourage
financial institutions to provide holistic advice by engaging with
technology, either in a pure or hybrid fashion (in concert with a
financial professional). One solution to consider is the indepen-
dent financial expert model created by the Department of Labor
in 2001. The independent expert will set the financial algorithms
that will specify the advice, which will then be communicated
by an Al engine such as ChatGPT. This is the best way to ensure
that not only is the advice set by experts and available to every
American 24/7—it is also objective, consistent, transparent, and
auditable. (Because digital advice is more transparent and au-
ditable, regulators can ensure that it's recommendations are in
the best interest of the client.) A regulatory framework like this
from policy makers would encourage both startups and large fi-
nancial institutions to offer affordable holistic financial advice.

Furthermore, holistic financial advice can become an important
tool for achieving policy goals. Policymakers continue to make
significant investments to influence behavior—tax incentives,
for instance, are used to encourage retirement savings. However,
research suggests that many of these incentives are not efficient
(Benartzi et al. 2017). Holistic advice can make existing incen-
tives more effective, and help policy makers achieve their pol-
icy goals. See Table 2 for a summary of recommendations and

guiding principles that can help the industry and policymakers
develop holistic advice platforms that are accessible, transparent
and easy to use.

Even if we give all workers access to holistic advice, we still need
to increase the adoption rates of advice (Stolper 2018). To ensure
that these sure win opportunities lead to real income gains, fu-
ture research should identify the most engaging and effective
advice interventions. This research program can be roughly di-
vided into three different categories: information architecture,
choice architecture and thinking architecture.

Sure wins involving information architecture, for instance, can
build on the work of Hal Hershfield and others on the impact of
digitally-aged selfies on retirement savings decisions (Hershfield
et al. 2011). Dan Goldstein, Hal Hershfield, Joseff Reiff and I
are currently testing the impact of generative visual AI tools on
engagement and adoption of retirement savings advice. In par-
ticular, using The Retirement Visualizer, we invite subjects to
describe their ideal retirement, then use the AI tool to generate a
vivid image of this setting. For instance, a worker might describe
spending time with the grandkids at Disneyland, or fly fishing
in Wyoming. We are researching whether these images engage
workers and increase the likelihood of them accepting the rec-
ommended savings rates.

An additional information architecture intervention could help
consumers understand the expected annual cost of different in-
surance policies, and thus become more likely to select the sure
win option. (This approach has been shown to improve the in-
surance selections of consumers, Bhargava, Loewenstein, and
Benartzi 2017a). While this article summarizes the cost of con-
sumer mistakes in the health insurance domain, similar mis-
takes are likely to also impact households when selecting other
forms of insurance, such as auto, home and disability. How eas-
ily can these other insurance choices be addressed with scalable
nudges involving information architecture?

Sure wins involving choice architecture, meanwhile, can explore
the role of defaults in various household financial decisions. For
example, many cash-strapped households over-withhold income
taxes, thus providing the government with a tax-free loan while si-
multaneously paying high interest rates on their debt (Jones 2012).
Can predictive Al be used to set defaults and improve the with-
holding selections of workers? As a rule of thumb, we should make
advice actionable and automated whenever possible.

Finally, research in thinking architecture could explore the use
of query theory to improve financial decision making. Query
theory is a framework for understanding the decision-making
process in terms of internal “queries,” or self-addressed ques-
tions. The sequence and content of these queries can impact
an individual's selections. One potential use for query theory is
to improve Social Security claiming decisions. As noted above,
the median loss for workers who claim too early is $182,370,
with lower-income workers suffering the biggest relative losses.
However, research shows that query theory can help delay so-
cial security claiming decisions by influencing the sequence of
thoughts: When people think first about the benefits of delay-
ing claiming Social Security, they are more likely to wait (Knoll
et al. 2015). To create a scalable intervention using query theory,
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an AI chatbot could structure the Social Security conversation
and its queries so people first think about the bigger benefit that
comes with delayed claiming, and only then settle on a claiming
date. In short, AI can become a thinking architecture tool, help-
ing people maximize their sure and probable wins.

Regulators have been struggling with increasing access to af-
fordable financial advice for decades. We've made progress.
However, it's important to recognize that we finally have the
tools and the opportunity to deliver inexpensive, transparent
and consistent advice to every American. Future research can
help us deliver on this opportunity, as we test and iterate inter-
ventions that ensure the advice is adopted and effective.
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Endnotes

L Account balance information is based on ICI Research/EBRI,
“Changes in 401(k) account balances 2010-2019,” June 2022, Vol 28.

2 All numbers in 2022 dollars using inflationtool.com. Original num-
bers were $677 in losses in 1998 dollars.

3 https://www.newyorkfed.org/microeconomics/hhdc.
4 https://www.ici.org/statistical-report/ret_22_q3.

5> All numbers adjusted for inflation; original numbers were $1920 an-
nual loss in 2010 dollars. Average salary loss was based on real me-
dian household income of $49,445 in 2010 dollars.

https://www.census.gov/newsroom/releases/archives/income_
wealth/cb11-157.html#:~:text=Real%20median%20household%20inc
ome%20in,increase%20in%20the%20poverty%20rate.

6 All numbers adjusted for inflation; original gain was $11,500 in 2010
dollars.

7926£ in 2013, converted at an exchange rate of 1.32 and adjusted for
inflation using inflationtool.com.

8 Adjusted for inflation based on original cost of $373 in 2010 dollars.

9 As Zarek Brot-Goldberg and colleagues have shown, this recommen-
dation has limits, as high deductible plans might cause people to
avoid beneficial treatments, such as preventative care.

10 Adjusted for inflation using inflationtool.com. Original amount from
2005 was $1096.

! Charles Schwab survey of pre-retirees (2020).

https://pressroom.aboutschwab.com/press-releases/press-release/
2020/Schwab-Survey-Finds-High-Anxiety-Among-Pre-Retirees/
default.aspx.

12 https://www.dol.gov/agencies/ebsa/about-ebsa/our-activities/resou
rce-center/advisory-opinions/2001-09a.
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