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Lori Lucas, CFAS, is president and chief executive
officer of the Employee Benefit Research Institute
(EBRI). She is responsible for leading EBRI in its mis—
sion to provide unbiased, fact-based research and
data on retirement, health care, and other benefits
that provide financial security for American workers.

Lucas is a former executive vice president and prac-
tice leader at Callan, where she led Callan’s defined
contribution business and developed research and
insights into retirement trends for the benefit of clients and the
industry. In other previous roles she has served as director of
retirement research at Hewitt Associates, a vice president at
Ibbotson Associates, a pension fund consultant at J.H. Ellwood
& Associates, and an analyst and product development leader
at Morningstar, Inc.

Lucas earned a BA from Indiana University and an MA from

the University of Illinois. She is a past chair of the Defined
Contribution Institutional Investment Association and has served
as the vice chair and research chair of EBRI. She currently sits

on the Investor Advisory Committee of the U.S. Securities and
Exchange Commission (SEC). She is also on the Government
Liaison Committee of the International Foundation of Employee
Benefit Plans and the editorial advisory board of Benefits
Quarterly. Lucas received Women Investment Professionals’ 2018
Distinguished Woman Investment Professional Award, and she is
a former columnist for Workforce Management. She has testified
before the U.S. Senate Committee on Health, Education, Labor
and Pensions Committee, the U.S. Department of Labor, the
SEC, and the Employee Retirement Income Security Act (ERISA)
Advisory Council.

In April 2021, Robert Powell, editor-in-chief of the Retirement
Management Journal, and Stacy Schaus, founder and chief
executive officer of Schaus Group LLC, spoke with Lucas about
the evidence-based ways that employers can most effectively
support their employees with benefits that they need and value.

Robert Powell: Lori, how did you get started researching retire-
ment and employee benefits?

Lori Lucas: [ got started in my 401(k) career at Ibbotson
Associates. When the Department of Labor issued its comment
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on educating 401(k) plan participants, Ibbotson put
together an entire program that I directed for finan-
cial planners to work with 401(k) plan participants.
That eventually morphed into an advisory service.
Working with behavioral finance experts at Ibbotson
really started a passion for me with respect to how
individuals invest and use their 401(k) plans.

I've come to believe in the importance of benefits

for America’s financial security and for a stronger
economy. Having a motivated, engaged, and financially stable
workforce is hugely linked to employers offering good benefits
packages to their employees.

Stacy Schaus: How did your enthusiasm for this work lead you
to the leadership of EBRI? What are your thoughts on being a
leader, a chief executive officer?

Lori Lucas: Stacy, as you know, after I left Ibbotson, it was to
work for you at Hewitt Associates, which was a lot of fun. I got
this treasure trove of participant data. Then I began to work
with the folks at Harvard, Andrew Metrick! and David Laibson,?2
James Choi,? and also ultimately Brigitte Madrian,* to mine the
data for participant behavior and understand how to develop
products to enhance people’s retirement outcomes. Probably
one of the most enjoyable experiences of my career was work-
ing in that environment and being able to do that research.

I later moved on to build the defined contribution practice at
Callan for 12 years. Although that was a wonderful experience
in its own right, I didn’t have access to that participant data
anymore, which I really missed.

Then, the opportunity came at EBRI to lead an organization
and get back into substantive research—not only on 401(k)
plans but also broader benefits. I spent so much of my life
working with 401(k) plans, it was exciting to work in financial
wellness and health benefits and explore other areas that were
equally important when it comes to people’s financial security
and overall well-being. The leadership role at EBRI was
extremely attractive because it had always been a dream of
mine to lead an organization. [ have to say that it’s a lot tougher
than you think. My husband owns his own company and I
never appreciated how difficult it was until I took a leadership
role. It’s challenging but very rewarding. I've learned a lot.
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I think it’s so important for women to set an example, to show
that these roles are available to women and that women can
succeed in them. The more women we have in leadership roles,
the more younger women will see the opportunities and be able
to feel like they can take that road as well. Not nearly enough
women are in these leadership roles at this point.

Stacy Schaus: Lori, is there an advantage in some way to being
female and dedicated to this type of research in the benefits field?

Lori Lucas: I definitely think that women approach leadership
in different ways than men do. When I first landed the role at
EBRI, a friend told me that one thing I brought to the table
was my ability to listen. And I think that women do tend to
listen a little bit more and take in information in different ways.
It's good to have those different perspectives. There’s a lot of
benefit from diversity, not only at the top of the organization
but throughout. In my role at EBRI, I've tried to listen a lot, not
only to my board and executive committee but to anyone who
cares to share advice with me.

Robert Powell: Can you talk a little bit about what EBRI does
and what it focuses on? In an era of fake news and fact check-
ing, does it still matter that EBRI offers non-partisan research,
as opposed to people just picking up their own?

Lori Lucas: You've just really nailed the existential question
about the role of research today. And I have thought about it a
lot in the past three years since I joined EBRI. EBRI’s approach
to research is fundamentally different from other organizations.
First, our research is based on empirical data: actual 401(k) par-
ticipant data, individual retirement account data, health savings
account data, and more recently actual consumer-spending
pattern data. In other words, we examine how people actually
behave relative to, and use, their benefits. Second, we have no
ax to grind. We have no advocacy or policy bias; no product or
marketing bias. We let the facts speak for themselves. That’s
tremendously important, and I believe valuable, to our mem-
bers, the benefits community, and policy makers.

Let me give you an example. We did some research on 401 (k)
plan leakage. The question we asked was, “What is the real cul-
prit when it comes to plan leakage? Is it loans, is it cash-outs,
or is it withdrawals?” The research strongly indicated that cash-
outs are a major problem—and yet the focus has not been on
cash-outs until recently. Cash-out solutions such as auto porta-
bility are increasingly coming up as areas to focus on. But if
you don’t have that research with facts telling you where to
focus, you could easily focus on the wrong things and not have
the right solutions that will help people.

Robert Powell: What about the non-partisan aspect of things?
Do you find that’s a difference in terms of how you're able to
present your findings?
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Lori Lucas: Being nonpartisan has been critically important to
EBRI’s mission since we started in the late 1970s. Our research
is completely objective, and we take no positions. We don’t
have any reason to arrive at specific conclusions other than
what the data tells us. Our researchers are former academics

in many instances, and they value the integrity of the research
itself. It’s a combination of having unique data and researchers
who understand the value of pure research, that is, looking at
what the facts are telling them and not trying to validate con-
clusions they’ve already arrived at.

A great example of how much EBRI’s nonpartisan approach is
valued by regulators and policy makers is this instance: Early
in my tenure at EBRI, I was talking to Preston Rutledge, of the
Employee Benefits Security Administration,® and other regula-
tors who were panelists at our board meeting about some of the
research that EBRI was undertaking that was of particular inter-
est to our members. I noticed that their eyes started glazing
over, and I added: “But of course, the research is going to be
the same as it’s always been. Our research is of interest to our
members, but ultimately, it’s fact-based. It's EBRI research that
has no policy agenda. And it’s going to tell you exactly what the
data is telling us.” Their eyes lit up and they nodded: “Good.
This is what we need.”

I've come to believe in the importance

of benefits for America’s financial security
and for a stronger economy. Having a
motivated, engaged, and financially stable
workforce is hugely linked to employers offering
good benefits packages to their employees.

Robert Powell: Can you talk a little bit about what having data
from across providers brings to, let’s say, a recordkeeper who'’s
presenting data on the participants in their field of purview?
What kind of insights might that give you?

Stacy Schaus: And that data is coming in from so many differ-
ent organizations, but it’s also different types of data. It’s not
just 401(k) data, it’s IRA [individual retirement account] data,
and so on.

Lori Lucas: I like to say that the barrier to entry of replicating
the databases that EBRI has built is pretty much 100 percent

at this point. We started these databases decades ago and have
built an infrastructure that is highly secure so that we can have
this very sensitive data at the participant level. Our data is com-
pletely de-identified, but in such a way that we can still con-
nect participant data across our databases. So, if you have
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a person who is in our 401(k) database and our consumer
database of 22 million J.P. Morgan Chase consumers, we can
see not only what the person is doing with their 401(k), but

we also can see what their spending patterns are. We don'’t
know who the person is, but we're getting this holistic picture
of the individual—their balance sheet and essentially their
income statement as well, which I think is incredibly important
today, because more employers are recognizing the importance
of looking at employees’ financial well-being from a holistic
standpoint.

Our surveys have also suggested that’s what employees expect.
In our Workplace Wellness Survey last year, we asked the
question, “How much do you expect your employer to help
you with your financial security?” The majority of people

said that’s an expectation of theirs. So [employees are expect-
ing their employers to] not just help with retirement, but with
overall financial security.

And here’s the reason: With the success of such workplace
solutions as automatic enrollment and contribution escalation,
one thing employers have become concerned about is that,
while they may be seeing good outcomes in the retirement
plan, they don’t know what’s happening in the rest of their
workers’ financial lives. If people have balances in their 401(k)
plans and are contributing, but they are about to have their
utilities turned off for non-payment or are very stressed about
not having emergency savings, then that’s going to have an
impact on the employee overall—not only on their financial
wellness but potentially on their productivity and ability to be
focused on work. So, again, this is something that is increas-

ingly important, and EBRI is in a unique position to address it.

Stacy Schaus: EBRI is the only organization that can give you
that holistic picture. Why is that? Why is it that you're able to
bring together the information across all of those elements?

Lori Lucas: When I first started at EBRI, we were approached
by NAGDCA [National Association of Government Defined
Contribution Administrators] to potentially work with them

to create a public retirement database, starting with defined
contribution plans. They were talking to others and ultimately
decided to partner with EBRI. They chose us because we're
literally the only organization doing that. We have developed
databases going back to the 1990s. We started with potentially
the most sensitive data you have, in the retirement space at

least, which is 401(k) data.

And we built this infrastructure that is incredibly secure.

All our data is encrypted, but there’s also no way to access

it outside of EBRI’s premises. And not only that, but we have
researchers who have developed phenomenal reputations

over many decades in mining this data. We created something
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that is not able to be duplicated outside. We were lucky that
we created our databases in the 1990s, because it would be
virtually impossible to create the same infrastructure today.

Stacy Schaus: What are some of the big questions that can be
answered and myths that can be dispelled because you do have
such comprehensive data?

Lori Lucas: One of the things we are focusing on is the haves
and the have-nots in the retirement space. Our research has
shown that just having access to a 401(k) plan makes it much
less likely that you’re going to fall short in retirement. Who has
access to the 401(k) system? Generally, people who work for
large companies. Those who don’t have access, oftentimes,

are people who work for smaller companies. So they are the
have-nots.

Trying to retrofit the large employer 401(k) system to very
small employers doesn’t seem to be working, and I think that’s
why there’s so much interest in an alternative set of systems,
such as the MEP [multiple employer plan] system.

The other thing we’re focusing on is how people spend money
in retirement. This is a personal passion of mine and some-
thing that a lot of our members are really interested in because
so many baby boomers are entering retirement. Our research
is inding a considerable disconnect between how we think
people spend money in retirement and how they actually do it.

For example, the Health and Retirement Study® shows that

a majority of people with retirement assets don’t spend them
down during retirement. EBRI’s Retirement Spending Survey
finds that retirees actually seek to preserve or grow their assets
out of concern of unexpected expenses in retirement. They’re
not necessarily afraid that normal daily expenses are going

to deplete their retirement accounts. They’re worried about
things like assisted living or some other important expenditure
that they may face at a very advanced age. It’s a reasonable
concern, but it’s worrying to me because it means people are
seeking to self-insure for a catastrophic event, which is proba-
bly inefficient.

The other thing we're learning about spending in retirement is
that people are diverse in their approaches—and it has as much
to do with sources of income as it does with amount of assets.
Debt plays a huge role, as does the qualitative side of things,
such as your goals in retirement, your aspirations, how you
want to live in retirement, and of course, health status.

We are early in understanding how to help people better
spend down their assets in retirement. Also, once we better
understand spending in retirement, we will also gain insights
that can improve how we approach preparing for retirement.
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Stacy Schaus: First, how do people actually spend in retire-
ment, and then, what are their actual needs in retirement?
Then, what has to be done to get more plan sponsors sponsor-
ing plans, so that people come in?

Lori Lucas: At EBRI we don't use retirement-income replace-
ment metrics. Instead, we use data to understand how much
people actually spend in retirement. So when we talk about
people running short of money in retirement, we're talking
about running short of what we’ve observed people spending.
According to EBRI’s Retirement Security Projection Model®,
about 40 percent of U.S. workers will run short of money in
retirement. In the aggregate, it is estimated that households cur-
rently ages 35 to 64 face an overall retirement savings shortfall
of $3.83 trillion. This stems from lack of coverage and access to
savings plans, low contribution rates, and leakage in the form
of defined contribution plan loans, withdrawals, and cash-outs.

Robert Powell: Lori, our audience is largely investment
advisors and institutions. Some of them might be member
firms of EBRI. What takeaways might you offer those advisors
as you think about the saving and spending patterns you've
witnessed?

Lori Lucas: Through our research, we've developed a set of five
retiree profiles ranging from affluent to struggling retirees.
Affluent retirees, obviously, have saved more for retirement
than average, and they register the highest level of retirement
satisfaction of any of the retiree profiles. However, it is import-
ant to understand that it is not just the amount of assets that
drives retirement satisfaction among affluent retirees but evi-
dently the presence of guaranteed income, such as pension
income. We see that in other profiles as well—having a steady
stream of income is highly tied to people’s retirement security.
Going forward, we know that far fewer future retirees will have
pension income. So that’s going to be a challenge.

Another example is the just-getting—by versus the struggling
retirees. The two profiles are very similar in many ways.

Both profiles have low assets and income. However, the just-
getting-by retirees rate their retirement satisfaction score much
higher than the struggling retirees. The key difference between
the two groups is that struggling retirees are much more likely
to have unmanageable debt and to not own their homes.

That’s the key differentiator—debt in retirement is a real
problem. And, unfortunately, we're seeing more people not
only entering retirement with debt but actually having debt
longer in retirement.

Stacy Schaus: Who is failing and who is succeeding? Are we
more likely to see people in public plans or the municipal and
state workers and so on succeed because they have defined
benefit plans typically versus private workers?

| LORI LUCAS, CFA®

Lori Lucas: In our Spending in Retirement Survey, we asked
whether people felt like they’d saved enough for retirement.
The majority wished they’d saved more. And yet—with the
exception of struggling retirees—people seemed to rate their
satisfaction in retirement as pretty good. It’s possible that
retirement satisfaction comes from different sources than we
expect. Priorities change. What is satisfying changes. [ always
tell the story about my dad, who was a foodie his whole life.
He always wanted to go to the nicest restaurants and have the
best meals. When he got to retirement, he started going to

a diner instead of nice restaurants and raved about how much
he liked it. I figured maybe he was afraid to spend his money
on nice restaurants and that’s why he favored the diner. But
other retirement experts have explained that as you get older,
you enjoy different things. In this instance, maybe my dad

no longer enjoyed sitting for hours in a loud restaurant like
he did when he was younger. A diner may be preferable
because it’s faster and easier to navigate.

As I mentioned earlier, retirement success also seems to

be strongly linked to retirement-income security. Retirees

in the retirement spending survey with retiree medical ben-
efits, pension benefits, or some kind of guaranteed stream

of income had the highest retirement satisfaction scores.

This is something that we need to think about going forward.
With pension income becoming less common, how do you give
people security that they’re not going to run out of money in
retirement?

Robert Powell: I know EBRI also has done research on the
state-run [RAs. What kind of changes do you see in the future
for the system and how it might close some of these gaps?

Lori Lucas: The state IRA plans are a real-life experiment
about which structures work and how they can benefit people
working for smaller employers. For example, some of the state
plans automatically enroll workers into a capital-preservation
fund, and then if the individual takes no action after a period
of time, the money is transferred into a target-date fund. Does
that structure support better outcomes? And what lessons can
we learn from it?

Robert Powell: Let’s talk about auto portability. What does that
actually involve?

Lori Lucas: One configuration of auto portability is that when
people change employers, their defined contribution balances
follow them automatically. That’s a big change from the current
system. In fact, the way the system is set up today, one of the
easiest things to do when you terminate employment is just

to cash out your plan balance. In contrast, arguably the hardest
thing to do in the current 401(k) system is to move your money
from one employer plan to another. By making plan-to-plan
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rollovers automated—the path of least resistance, as they say
in behavioral finance—you increase the chance that retirement

money will stay in the system.

Stacy Schaus: Australia has a centralized system, right? If you
receive a statement saying what you have in retirement assets,
it includes everything you've accumulated in the superannua-
tion defined contribution system. Related to that, [ would

like to get back to the question of MEPs. Are we likely to
follow other systems such as Australia’s? What’s in it for the
employer? How do we make it better? How do we get more
employers in? Or will we move toward MEPs, where we really
are looking toward other types of organizations to bring these
benefits to individuals?

It’s the difference between a piecemeal
approach that is driven by tax consequences
versus an approach that asks the question,
“How do we get to an outcome that leads

to retirement security for the majority of

our workers?”

Robert Powell: Australia is much more like the traditional
private-sector defined benefit system, where the employer puts
all the money in and employees can contribute, but they don’t
have to. But it’s mandatory for the employer. Australia has ulti-
mately had some issues just because of the funding issue that
defined benefit plans have.

Lori Lucas: We cannot lose sight of how important benefits

are when it comes to the relationship between employee and
employer. And over time, we've seen an erosion in benefits
such as pension plans and retiree medical. I believe that’s why
we're seeing such an interest by employers in financial wellness
benefits today. One large employer explained it to me this way:
Employers offer financial wellness benefits to fill in the gaps left
by other benefits that have gone away. Benefits are the key to a
loyal, productive workforce. It can’t be all transactional. It can’t
be just getting a paycheck. That’s not how you build a loyal
workforce or attract and retain talent.

Take the example of the 401(k) plan. From the participant per-
spective, there’s value in having an employer be the fiduciary,
having them select the investment fund lineup, provide inves-
tor education, and automatic payroll deductions. You can see
that value just by looking at contributions to IRAs that are not
sponsored by an employer—you don’t have a lot of people con-
tributing to individual retirement accounts. Most of the money
in these accounts comes through rollovers from 401(k) plans.
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Stacy Schaus: What will keep employers that have these large
plans from backing away if they have the opportunity such as a
MEP? I think your answer has been, “Well they build loyalty by
offering these benefits,” but at what cost, and what might we
see in the future?

Robert Powell: T should just mention that the plaintiff’s bar has
discovered MEPs. Although that hasn't targeted the plan spon-
sors, yet—it’s been about the MEP providers. But I think Lori’s
got a great point on the concept and premise behind the MEPs,
because I think it’s going to make it easier for people who pro-
vide retirement plan services to offer those services profitably
to a different market. We always talk about the fact that small
plans are sold and not bought. I think that'll provide an incen-
tive. I think to Lori’s point, that’s one of those levers that tries
to help us close the coverage gap. And the same with the state
IRAs. It seems like all these different program elements take us
a little closer to the goal. The ultimate issue is how do we piece
all that together? How do we truly build something that’s inte-
grated from the standpoint of the worker, for retirement and
their ability to draw on those resources?

Lori Lucas: Other countries have clearly done a better job than
the United States in approaching their retirement systems holis-
tically. The Australian superannuation system is a good exam-
ple of a retirement system that has been put together with a
specific set of goals in mind for Australian retirees. It’s the dif-
ference between a piecemeal approach that is driven by tax con-
sequences versus an approach that asks the question, “How do
we get to an outcome that leads to retirement security for the
majority of our workers?”

Stacy Schaus: Lori, you mentioned before that in the retire-
ment confidence studies you've done, whether or not people
have long-term care security, healthcare costs are a huge con-
cern. If you look at Australia and throughout Europe, healthcare
cost concerns have to be significantly lower or possibly not
there at all. So, any comments on what we’ve learned from the
healthcare side, especially with your work on HSAs [health sav-
ings accounts]?

Lori Lucas: From the Health and Retirement Study, we found
that at the median, out-of-pocket healthcare costs aren’t likely
to be massive for the average person. But at the 90th and 95th
percentile, we're talking about a very large sum of money that
a retiree could need if they end up in assisted living for any
period of time. Normally, with statistics, focusing on the
median is logical. But the specter of being 85-years old, in
that 95th percentile, without enough money to afford assisted
living, is pretty frightening for people.

HSAs can definitely help here. They are one of the least
appreciated retirement savings vehicles—but with their triple
tax advantage, they could really help people increase their
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retirement savings. As you mentioned, Stacy, we’re doing a lot
of work in that area with our database of more than 10 million
HSA accounts.

Stacy Schaus: Let’s talk about what we’ve seen over the past
year or two, what we’ve learned because of the COVID-19
pandemic and its impact on retirement overall, health care,
and financial wellness. Can you talk about this environment
in particular?

Lori Lucas: The Retirement Confidence Survey shows that as
long as people have jobs and have not suffered unemployment,
retirement confidence has not taken much of a hit. That’s par-
tially because the market has done so well even in the face of
the pandemic. However, you look at people who have either
gotten out of the workforce because they’ve been laid off or
because they’ve had to quit due to caregiving or some other
needs, and they’re in a completely different situation. And
women, of course—especially women of color—have been
especially affected by unemployment during the pandemic.
That’s cast a strong light on emergency savings.

Which brings us to the role of the 401(k) plan as a de facto
emergency savings vehicle. The CARES Act, of course, pro-
vided emergency access to 401(k) plan loans and distributions
for those affected by COVID-19.7 I'm of two minds about that.
On the one hand, thank goodness people have 401(k) plans in
case of emergencies, because so few have liquid savings. But
on the other hand, if this keeps happening—and we seem to
have a lot of these times where there are systemic emergen-
cies—the 401(k) plan becomes a de facto emergency savings
vehicle. And that has big implications for what people’s retire-
ments are going to look like. Employers are becoming more
attuned to this, and they are increasingly focusing on the area
of emergency savings and helping people to have a separate

emergency savings fund so that they’re not always tapping into

their 401(k) plans.

Robert Powell: You've talked about financial wellness

before, and obviously emergency savings are a component.
Anecdotally, as well as in the surveys, there’s a lot of indication
that COVID has made us all more aware of health and wellness
and financial wellness and the bumps in the road.

But what I found interesting, in the surveys that EBRI has done
on financial wellness, there’s a lot of interest in it but there
seems to be some confusion about what financial wellness is.
People still seem to be doing more window shopping than
actually implementing things. Do you think any of that has
changed because of COVID? And secondly, what do you think
it might take to get more people into that game? Would it be
as simple as understanding it better? Do we have shortfalls in
terms of the service offerings? Everybody seems to think it’s a
good idea, but how do we get people going?

| LORI LUCAS, CFA®

Lori Lucas: One plan sponsor I spoke with said she had exam-
ined more than three dozen financial wellness programs before
implementing one. There are so many offerings out there and
the definition of what constitutes a financial wellness offering is
not universally agreed upon. Even the definition of success isn't
universal. In our Employer Financial Wellbeing Survey, we
asked employers: “Why are you offering these financial well-
ness plans? What are you trying to achieve, and what consti-
tutes success?”

The real holy grail is for employers to be able
to demonstrate that they’ve actually achieved
their success measures. What they really
want is quantitative data that says, yes,

we were able to increase participation in

the 401(k) plan or reduce absenteeism.

It was pretty much all over the map. Retirement factors heavily
into the equation; employers want people to better engage with
their 401(k) plans and to be financially stable enough so that
they can actually be in a good position to contribute to their
401(k) plans. But other driving factors are increased productiv-
ity, reduced turnover, lower absenteeism, and even reduced
healthcare claims.

There’s also a disconnect between what employers are trying to
accomplish and how they’re measuring success. Many employ-
ers just default to measurements such as, “Did people show up
at my financial wellness seminar?” But the real holy grail is for
employers to be able to demonstrate that they’ve actually
achieved their success measures. What they really want is quan-
titative data that says, yes, we were able to increase participa-
tion in the 401(k) plan or reduce absenteeism, etc. That’s why
we built EBRIs Financial Wellbeing Research Center. It’s essen-
tially a think tank housing a new database of 500 plans offering
an array of financial wellness initiatives. We’re connecting
those plans to our other databases so we can look at things like
when somebody undertakes a financial wellness initiative—
whether it’s a seminar on budgeting, a course on student loan
debt, or a webinar on emergency savings, etc.—how does their
use of their 401(k) plan change, for example. Ultimately, we
want to build out all those other measures I mentioned and give
employers the ability to say: “Here’s the impact that these initia-
tives are having. Here’s how this is changing the behavior and
moving the dial.” This, in turn, will help employers justify their
investment in their programs.

Stacy Schaus: Lori, how is financial wellness typically being
delivered? Is it being delivered through the recordkeeper
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platform as part of a recordkeeper-enhanced service? Or is it
through an advisory type of a firm? Then, depending on how
it’s being delivered, how extensive is it in terms of the online
tools versus having actual advisors or counselors, and to what
extent might they be objective versus somehow being indirectly
or directly paid by bringing assets under management?

Lori Lucas: It’s all the above. A lot of times, it is coming
through the recordkeeper, especially for larger employers.

And it may be the recordkeeper directly, or from a third party
that the recordkeeper brings onto the platform. But when it’s
full financial counseling, it might be more of a standalone type
of service. What's encouraging is the extent to which full finan-
cial counseling is being made available more broadly. That
used to be something that was more reserved for executives.

In our 2020 Financial Wellbeing Research Center Symposium,
one of our speakers was a woman who was not an executive at
an organization. She had just experienced a divorce a couple
years earlier that landed her in a dire financial state with
$60,000 in debt. Through her employer, she was able to get full
financial counseling. She told a story of how it had completely
changed her life. She was down to having only $12,000 of debt
and along the way had lost 80 pounds because the stress in her
life had been so reduced by getting out of this horrible financial
condition. Her gratitude to her employer was off the charts.
That’s how you build loyalty within a workforce.

From an employer perspective, one of the frustrations I've
heard is that employers feel like they have to pull together a
patchwork of financial wellness initiatives when what they’d
really like to do is flip a switch and have a holistic financial
wellness program come into their environment. But often it’s a
matter of a key financial wellness champion within an organiza-
tion pulling together what they think is most necessary for their
workforce.

Stacy Schaus: What are employers doing to help employees
manage debt? How do employers deliver more than just tools
to help people but still keep themselves out of harm’s way in
terms of being a target for litigation?

Lori Lucas: In last year’s Employer Financial Wellbeing Survey,
quite a large number of employers said that they wanted to
provide an emergency savings program, but a comparatively
smaller number have actually done so. Employers are still work-
ing through what constitutes an effective emergency savings
program, and how such a program fits in.

A key frustration is that when employers provide these benefits,

it’s difficult to get people to take advantage of them. In one of
our panels at our inaugural Financial Wellbeing Symposium,
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employers said they felt lucky if one-third of their employees
engaged in a financial wellness program that they made avail-
able. These were employers that had spent a lot of time trying
to get people to engage.

We see this in our Employer Financial Wellbeing Survey: In
2020, employers noted that they had really upped their game
when it came to making financial wellness initiatives available.
However, in our employee Workplace Wellness Survey—helded
at the same time—employees said they felt employers were
doing less in this area. So, there is a profound disconnect
between what employers believe they are doing and how
employees are perceiving or benefiting from it.

Robert Powell: I'm curious what you think about HSAs, their
growth, the trends you're seeing.

Lori Lucas: HSAs until very recently have been viewed exclu-
sively as part of the health benefits side of the equation; they
haven’t been positioned as a retirement-savings vehicle. That’s
changed. A lot of the members of EBRI who are in the financial
services industry are very interested in HSAs and how they fit
into the retirement equation. But right now, after more than a
decade, very few HSAs are invested. Balances are being accu-
mulated in HSAs, which is good news. But even people who are
invested tend to take out large distributions. So, there’s clearly
a lot of room for education about the investment and savings
potential of HSAs.

There’s undoubtedly a role for employers, HSA providers, and
financial services firms to better position HSAs and explain
their potential value in retirement. We are doing quite a bit of
research at EBRI looking at the experience of those with both
an HSA and a 401(k) plan, and also how HSAs can improve
retirement-income adequacy.

Robert Powell: Do you want to talk a little bit about the
Retirement Security Projection Model (RSPM) and how that
works and how that fits into all this real data?

Lori Lucas: The RSPM sits on top of our empirical data. It also
brings in other sources of data—like this Survey of Consumer
Finances and the Health and Retirement Study—to inform the
basic understanding of how people are likely to fare in retire-
ment. It brings in defined benefit plan income, Social Security—
in essence, creating a full retirement picture based on what
we're seeing in the world today. It also has the flexibility to proj-
ect outcomes for different cohorts by age, by tenure, by salary.
We're incorporating ethnicity and different minorities into the
RSPM as we speak, so that we can better understand how differ-
ent races are doing relative to each other when it comes to
retirement security.
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Then we can do this what-if analysis. One we’re working on
right now is SECURE 2.0—examining, for example, how provi-
sions such as changes to the Savers Credit might impact retire-
ment outcomes.

Robert Powell: Any thoughts about what the Biden administra-
tion means for employee benefits and retirement security in
general? What would be EBRI’s call to action to policy makers,
given all that you know?

Lori Lucas: We've been organizing educational meetings with
Hill staffers to make them aware of EBRI research that might
help inform their understanding of retirement and other bene-
fits. But, as you know, we do not engage in advocacy. For exam-
ple, our research continues to find a strong correlation between
guaranteed income and retirement satisfaction. We'll explain
these results in our educational sessions. But we leave it up to
policy makers to determine the policy implications of such a
finding.

Stacy Schaus: I know you’ve done work with Georgetown,
Stanford, and Harvard over time. Any thoughts about working
with the major universities on these important questions and
issues? Also, what is the relevance and importance to the
C-suite as leaders of our organizations across the country and
even some of the multinational organizations? How much do
they really care about the work that EBRI is doing and benefits
in general?

Lori Lucas: There’s certainly some overlap in what we're doing
and what these universities are focusing on, and we collaborate
as much as possible. However, our databases are so sensitive,
we can’t provide direct access to the data. But we can generate
summary analysis that can help facilitate research goals. That’s
generally how we work with universities.

In terms of the C-suite, our Retirement Security Projection
Model really does lend itself to high-level conversation about
the future of benefits. I would love to involve more leaders in
such discussions.

Stacy Schaus: Is there any relevance in the research that you're
doing for ESG [environmental, social, and governance invest-
ing] considerations?

Lori Lucas: We're really excited because with our new public
plan database that I mentioned earlier, we’'ve been able to obtain
a level of data granularity around investments that we haven't
previously had with other databases. For this database, we've
obtained data on not only ESG but also on white label funds and
active versus passive. So we have new data that we’ve never had
before, which opens doors to additional important research.

| LORI LUCAS, CFA®

Stacy Schaus: Is there anything that you would like to share as
closing words of wisdom?

Lori Lucas: My closing words of wisdom are there might be

a silver lining to COVID-19, which is that the retirement indus-
try probably understands more about what it’s like to be in
retirement because of quarantine than ever before.

Robert Powell: Lori, we ask everyone we interview about their
personal plans to retire. I think Bob Merton said that he has no

plans to retire.

Lori Lucas: I have a variation of that. When I find something
more interesting to do than what I'm doing now is when I

will retire.
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