Savings Automation: Benefits and Pitfalls
Track Summary

Preliminary analysis using the CFPB National Financial Well-Being Survey suggests that
automaticity, or a personal savings habit, offers greater protection than pure automation of
savings. Yet, practice has emphasized a broad array of automated savings devices such as “round
up” automatic transfers. The belief underlying automation efforts is that building savings is the
most important factor in reducing financial hardship and improving financial well-being. While
these automation tools are intended to help, our preliminary evidence shows that having an
automated savings account does not reduce your financial vulnerability to the same extent as
having a savings habit. Though enrollment in automated programs may improve savings account
balances; this may only be true for individuals with a preference for commitment. It may be that
automation is helping to implement an existing savings habit. Automaticity is the acquisition of a
consistent internal response to stimuli after a period of repeated conscious choice. Possibly,
automated savings programs do not help build a savings habit if it eliminates the need for a
repeated conscious choice.

Through this research, we hope to explore the differences between savings automation and
savings automaticity and uncover at an individual level when savings automation may actually
do more harm than good. The overarching objective of the track is to uncover the positive and
negative outcomes of automating the savings process. We expect this research to have several
outcomes. First, we hope to show that automaticity, or forming a savings habit, is more
beneficial to financial well-being than automation. Second, we will explore, using
experimentation, the theoretical explanation for this effect. Third, we hope to provide specific
policy and firm guidelines to help improve savings automation as an effective tool to improve
financial well-being.
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