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$1.01 INTRODUCTION

By some meastres, the retirement savings system is booring: triftions in Tetirement-
accounts® -providing: investment capital for the Jnation. However, theé benefits from
 billions of dollars of ‘arinual tax subsidies? in thesretirement plan system fail to reach

_miany lower- and moderate-income Americaris Who have little or no access to such
retirement savings. In fact, the system mostly benefits higher-income workers and the
disparity is worsening. A 2023 GQYG’@JIIent’Ac‘countab{]@ty?Qﬂiqc (“GAQ”) report on

whethe housoldshad  eiemérSecousi alane rogpioed: “Dispartes becwéé
low-income and high-income? oldéf workers” retirement accounts were gréater in 2019

than in 2007, according 10 GAO’S analysis of . . . data on households [ages) 51 to 64.
For example, about onesin 10 Jow-income households had a retirement account balance
in 2019 compared to about one in five in.2007, vhile about nine in 10 high-income

households had a balance thiongh the period." =

" Moderate-income workers’ retirement savings were al'sé sxgmﬁcantly behind h:gher— ,
income workers. The 2023 GAO. report study of nedfan fetirement account balances
provided: “Specifically; in 2019 the median for high-income households was about 9

times that of niiddle-income households (about $605,000 and $64,300, respectively) [,
wihile in 2007, the median for high-ificome households was about 4 times that of
middle-income households (about $333,000 and $86,800,.I§§peqﬁgcly)f" (cleaned up).®

. L I I B 1 Lot ST . L
"1 See, e.g., Older Workers: Retirement Account Disparities Have Incredsed by Tricome andP;rsi_sfé%b’j'
Race Over Time, GAO-23-105342, -July 277 2023, *https:/fwww. gao.goviproducts/gab-23-105342, at §:
“The Investment. Company Hstitui¢ estimatod that TRA ‘ssets totaled $12.5 trillion, while workplace
retifement account balances totaled $9.8 tillion at the end.of March 2023.” See.also, Investinent Company
Institute, Retirement Assets Total $43.4 Trillion in First Quarter 2025, June 18, 2025, file:///Usérs/admin/

Downloads/Release%20Quarterly%20Retirement%20Market%20Data%20Firs :20Quarter%202025.paf at

1 “Assets in individual retirement accounts (IRAs) totaled $16.8 Hrillion 4 fhe end of the first quarter of -

2025 . . . Defined contribution (DC) plan assets were $12.2 rllio at the-énd of the firt quarter , .
Government defined benefit (DB) plans—including federal, state, and local government plans—héld $8.9

trillion in assets as of the end of Mirch 2025 . . « Private-sector DB plans hield $3.2 trillion in assets at
the end of the first quarter of 2025, and annuity reserves outside of retirement accounts accounted for: -

- another $2.4 trillion.” . o , _ . oo
2 See, e.g., id. GAO-23-105342, GAO Highlights: “In 2022; thé tax ingeritives for workers to'save in
tax-preferred retirement accounts cost the féderal government ‘nearly $200 billion in'forgone revenue,
according to the Department of the Tregsury.” ~ - =0 . . . oL T
3 14 at 10, note 20: “For our analysis, we d.w:ded _o_ldexf househoids-iﬁ_ ﬂledatamtoﬁvegmups, or

quintiles, based on income. The low-income group is the first uintile of the income distribution (median
income of about $19,100), and the high-income group is the fifth quintile of the income distribution

(median income of about $282,000)”
* 14 GAO Hightights, " 5

B 1d at13. Seeid. at 2

: regarding 2023 GAO tennumlogy for this amalysis: “To form mcomcgroups for
this analysis of older houscholds (ages 51 to 64), we ¢stimated income terciles. We refer to the lowest third
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_'The réporthalso toted: ‘fongress is concerned that federal tax mcenhveé*for workers
'to ‘save in tax-preferred retirement accounts‘are * going mostly to higher income
Workers—-—and are. domg little to help low—mcome workers save for retlrement 6. .

*You may share the condern that the current system does not result in adequate savmgs
for lower: and moderate—mcome workers. Many efforts such’ ds aiitomatic: enrollment
which has- continued to evolve under law; ‘have-beer’ shown t0 help‘mové lower- and
modérate income workefs in the right direction, but have gk ‘provided 4 Fidl solution.”
The next step- after concerfi can be involvement. What do you think can be done about
it? Could you be part of the effort to raise awareness dnd provide soluuons? Based on
yoiir experlence, what plan feanires need reform to remedy the concéins’ for ' these
W‘orkets” Thé ‘concern presents an’ opportumty for benefits pfofessronhls and othiers to
put’dria bubhc mterest hat on behalf of lower- and moderate 'come workers to ‘make-
a dtffetence If 'you Haye'ideds about what mlght be’done, I hope thts arttcle eXplaJl’lmg
why and how the Retirement Reform Gréiip ( “RRG") camé to be an y sharmg

Trleid

some of rts developmg 1deas msprres you and others to add your yoices antl EXpertlse

§ 1. 02 THE RETIREMENT REFORM GROUP o o, iR
ere y:nfmnallnnehgtoupsmpnmmﬁétgetvmcmwdmtofthemd

.,to,bounoe: 1geas off mspected colleagues, -the,;l;tRG)s mformal group’. foamed by
expeneneed m colleagues to_tackle lower- and'_tpoq«erate moqme worker
retitement saving : dxscovenng common.concerns bout such workers®

_retirement savmgs in onlme ctﬁveman,ons, ;I’he collegial onlzuae discussions led to the

';'mmmmgeﬂammewwmbeMwmkeadvmmgeofa

‘hxghly—expemmcedgmup collaboraung todevelop andxmplemenugeastmmpmve the
S}'Stem. : a g L w :
¥ Seveml hctom havc made t;lns gmnp coife: tﬁgetber "

REMEOR

as ‘low-income,’ the middle thu'd as mlddle-moome, and the lnghest tlmd as ‘lugh—mcome e

sId.FastFacts : JEDIRS VRS AN IRt PR .

7 Id GAO Highhghts From the 2023 GAO analyms “The eﬁ‘ects of selected str;,ttegles meant to
Amcrease workplaoe rcttrement savmgs vary across. workers of dﬂfercnt mcome groups, acoordmg o
iltustrative scenarios’ using ‘GAO’s: ‘analysis . . . For éxample, - antomatic enrollment can increase
participation of: low-incomie oldér workers' with' access up to about one-third. Howevér, only about 23
’pemmoflﬂwm woﬁsmh&vem&awo&;ﬁmmﬁmmnmm&mmeymymow
not eopammpate, for example; if they have limited disposable income or expect Social Security to provide’
mostofmmmmtmcom Incmuast, mmngmmbuuonhmtsforweﬂ:pmmmt‘
accoutits almost entirely benefits high-income workers, asahmnzspmoﬂnghmmneeompmedmm
,ahmxtii pewmtofmrddle—mcmnc olderworkmco:ﬁnbute tlxemdmdmlhmn”

»#
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Many who specialize in ERISA (the Employes Retirem rent Tnoome' Sectiity Act of

F

income workers., Some' RRG members: have significant ‘experience - working . on .
reﬁrqment_:;'wsgucs"for'.lowerf and mOderate-mcome workers, but -others may have -

considered the effects of, fetirement savings laws for such workers before only in a -
glancing .way. In, any: event, because some RRG  members have. clients’ who - are

employers, employer organizations, or third-party service providers with the resoirces
.tqhiseRRGm%mtierstoact.intheir.in_tere.scwe'membéﬁ’exmegcé.@nbé inyaluable, -
in undersianding the practical workings of plans and how niew plan design might affect
At this writing, the RRG s open only to Fellows of the honorary American Coflege
of Employec Benefits CounséL,# from across the Country. The$¢ aitornys bring a depth
of experience ‘on the’ front lines of ERISA and'Stite” and local réfireiment systems,
including ‘fhanly ‘policymakers with invalidble’ experience in making Taw changes to'

- N . .»;"‘!.' ‘N

address the disparities, The RRG héfibeid bring an viiderstanding of thie history of the
law as well as” thé préctical problemsand*cﬂcems of ‘employers; ‘employees, and
Service providers. Discussirig- solutions is made easier with' others 'having“co’mmon

constaints of following the interess of a-clent, In additon. to encourage open’

®. The Fellows are ighly-expericaced active and retired employee benefits attomeys, Sée Hitps-Hiow,
aoehe.com/acebe-membership-criteria, The RRG is niof affiliated with the American College of Employee

Benefits Counsel. -

- (Rel. 20251072005 Pub,1646) :
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drscussron of rdeas the group operates under ground rules " that protect agamst:
disclosure of a member ] 1dem1ty with. respect to their speerﬁc views without. therr.
consent. . - . cooriie e Hap

With- over 100 members, d:fferences in mterests and oprmons ‘on‘the. best way to
proceed will occur. Somie memibers - are interested in non-legrslauve actions like
retirement education while others: ace lookmg*at changes in -the system ‘itself. The
members individually decide what to pursue. Except for-the requn:ement to focus on the
lower- and -moderate-income dlspanty, the RRG. does not_approve-of, and is not
responsible for the partlcular ideas or action steps that the .members develop Thus,
individual members -in agreement with an- idea will have the opportumty to sign in
support of that proposal to help make progress

Startmg in J anuary 2025 regular v1deo calls have been takmg place developmg 1deas
to bring back to the larger RRG in  different areas: Deﬁned Contrrbuuon Plans, Defined
Benefit Plaris, Individual Retrrement Accounts (“IRAs™), Equrty Issues, and Educatien.
Each subgroup has a dedicated list serve. in whrch arncles and emails can be shared
within the’ subgrOup and is led by a volunteer who sets up and leads the calls

4he [ ; RHiG :
§ 1.0{!_ Ulil'HA‘l"S BEEN,; UNDER D!SCUSS{ON? 2 5

- ERISA* has«onlyﬁrecently passed the: 50-year mark as ‘a landmark law with much
'promrse “The “law’ was- passedtopmmctdwnghtstobeneﬁts ‘but -ERISA and
'subsequent law changes over time also shaped.a dramatically different retirement
savings sysaem.lnpmncular,awoddofdeﬁnedbmeﬁtpensronplanshaschmgedto
mostly 401(12} or IRA savings. For many years, major efforts have been made (including
past and ongoing work by a few individuals who areeurreﬁy members ofﬁ:eRRG)
toexpandcovemge xmpmvebeneﬁts, amirerhwemeqm&esm thepnvate pension:
system with a special focus on lower- and moderate-income 'workers and. other’
vulnerable pomlatmnss lmporeant reforms such as these have made a srgmﬁcam'
positive drﬂ’erencc i the system and continve to do so. However, they are far from
enough to fully address the need for reform: It has been helpful to step . back and look
at the brg plcture wrth ﬂ:le lower— and moderate—mcome worker problem as a focus.

A ST

’ Past and ongomg reform eﬁorts include the development of many leg;slatxve and regulatory uunamres
such as automanc features in 40l(k) and similar plans (such as automahc enrollment and reenrollment,
antomatic mcalauon, dwersrﬁed q;mhﬁed defanlt investment alremauves, m;:omane rollovers to lRAs, and
antomatic portability of small benefits); SIMPEE-IRA plan; saver's. @ax credit; saver's mrch, fax credits
'fmmﬂlem@ammwsmmmsmmptmwm addamomaﬁcemollrmt,ﬁmakeemployet'
inatching contributioins; limitation of Jeekage by reatricting employer cashouts of small benefits; shostened.
statistory vesting periods;. mmimmgaﬁewaymndxsahmnahoumles,smte—fwmmdauwmaucm_
prograiis adopted as of this writing in 17 states; and peoposed federal legislation to provide for nationwide

“aitomatic IRAs. (List provided by J. Mark Iwry, RRG member and former Senior Advisor to the Secretary ™~

of!he’[‘masurymd TreaauyDepartmnDepmyAmtSmaryﬁ:rmm Reurementmdﬂealth
Pohcy) o
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Numemus concems have been mlsed that help reﬁne the dxscusswo, melndmg

Not Enongh Pliins Offered to Lower- ‘and Moderate-lneome ‘Work:
ers, Especially by Small Employers and to. Gig Workers. - Many
lower- and moderate—mcome workers are not ehglble to participate in a
plan, mcludmg many who are self—employed or employed by small:.
employers who do not opt to offer a plan to workers 10 rimes

-+ Lack of Funds Available for Lower- and Moderate-lncome Work-. -
ers to’ Save, Iower—mcome employees in particular often stmggle to
cover day—to—day expenses, leaving no room to save under a system that
‘shifted mmmspdﬁsxblhty to ther.1¢ IR -

. Complex Nondrserimimtion Rulos Are Insulﬂc:ent. The complex
rules: only - minimally. fequire’ employers to consider the - non—hzgh&y '
compeiisated. employee and are not robust enough to result in beneﬁts'
savmgs equtvalent o the ﬁrghly compensated.

. Employee D:sadvantages Aﬂ'ect Iggyestment Ontcomes. ERISA sec—,
tion 404(c) rules might appeal to employ . and protect employers, but
L employees are in fact. dlsadvantaged The ruales permit an employer to
--limit exposure for employee investment choices. and- to shift Tesponsi-
. bﬂxty to the employee. The employee; howe: Wever, -does not have the same
3o investment sophsucauon, risk - tolerance or econonnes of scale of or
i professmnal resoumes avaﬂable to, the employer 12 = o
. Costs Shifted ‘1o Employees Reduoe Beneﬁts Employers negonate
' plan costs with service providers, but these costs often are shifted from: - ©
the employer to partxc:pants Costs rmght be lower 1f the emp10yer had_ T

10 See supra note 7. See also e 8 Hearmg before the Subcom on Prlmary Health and Reurement
Secudty of the U.S. "Senate’ Com. ‘on ‘Health, Bducatim, Labor and Pensions, Exploz'lng the “ng
Eoonomy’ and"the'Puture of Retifemént Savings, S. Heg- 115-762 ‘Feb.' 5, 2018, ‘https; Ilwwweongless
gov/llSIchtg/CI-lRG~115shrg28635/CI-lRG—115&h1g28635 pdf, at 2, Sen ‘Enzi’ “I suspect today’s panel

. “ Seesupmnote? L

: ‘2 See, e.g, GAO Report, 401(k) Plans Labor and lRS Could Improve the Rollover Process for

Participants, GAO-13-30, March 2013, hups:/fwww.gao.gov/assei/gac-13-30.pdf, at 24; noic 56: *., )

‘numerous studies have found that many Americans lack basic financial literacy, including an mders!andmg :
of fundamental- investment concep(s, such as the benefits of oomponndmg interest, risk diversification, and ;

mﬂahon, that are necessary for makmg well-mfonued decisions and evaluating rfecommendations.” -
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to-pay_ them.

» IRAs and Rollovers to IRAs Offer Fewer Protectlons for Employees
Employers reduce -thé:burdens, and. costs of maintaining small-plan
accounts by unplemenung cash-out rollovers t0TRAs, which shift more
respon51b111ty and -offer. fewer: protecnons to the employee 13-

. IRA Providérs A ‘Not ERISA Frd i "IRA prov:ders are not
held to' similar standards of care Wlth respect t0 fees and investment

choices.2* .-

* Review Needed to Determme How Often and’ Why Some IRAs Are
Being Consi idered” “Uncidimed” and Transferred to State Un-
-claimed Property Funds.. IRAs are intended to be used in’ rettrement
and IRA owners expect those IRAs to be available:when they. dec1de to
make w1thdrawals after retlrement Based Oon NUMErous. anecdotal; N
individual experiences of some RRG merti 61§ and others, some IRAéf“
that ‘have not béen requlred to be dls" buted _ave been transferred 17+ I
stdté unclaimeéd property funds. Further rev1ew 1s approprlate glven that -
some states have become miore active in‘e : tofIRAaccounts,

&

"andgwenﬂneeonﬂigtéfmmstasmchfmds'" nsedtoﬁmdsta!ei'
budgets.‘?' : i Bt
» Concerns aboutAginé Héalth anddbgimve iSsués in aging worsén

..the-employee’s ability to. manage retirement plan or IRA accounts in. -
mtzmnmt}‘onwnets arerwpomxbte fmconq:hmewlﬂmomplex{.,_ ;

s F K

18 See, e.g” uz at30 Table3 mhymwmwla)mmmmmmm
- 14 See,eg cd m30 Table&SmmKeyDzﬂ’e:eneesbe&wemmuk}HmmdmAstoCmsmwm
Making Distribiition Decisions. Key differences inclode: hwﬁmntsdeeummdmmnunmg 401(k) Plan
“Plan’ ﬁdut:xanes are tesponsible for selecting’ and momtonng investment opuons in the best interest of the
participant.” versus IRA ‘Individual is solely responslble for selechng and momtonng mveetments ,
18 See, e.g., GAO-15-73, 401(k) Plans, Greater Protections Needed for Forced Transfers and Inactive
Accounts, Nov 20147 hups {1orwv, 230, gov/assets/gao—ls-73 pdf, at 16, citing “U. S: Dept. 6f Labor, Field
Assistance Bulletin, 2001-01. Forced-transfer TRAs prowders told us that the accounts are sometimes
escheated (o states after the account holder reaches the age of required minirmum distribution.”. See also,
e.g., California Legislative Analyst’s Office, Unclaimed Property‘ Reﬂlmﬁng the State S Lost & Found
Program, Feb. 10, 2015, https:/fiao. a@vmmmism@mmmmqmﬂm ;
0210}5;361; at 3: “Now generating over $409 million in annmal revenue, unclaimed propéity is the state.
Gmaiﬁmdsﬁﬁb‘la:gmtevmesmnm mmmmbetmtwoopmngmgmm '
;dentxues—-mclmmedpmpmy as & consumer protoction progxam ‘and-as a source afGeneraI Fund'.
. e See, eg., GAO-liHlSSP The Nauon s Rezuemem System, A Cmnpmhenmve Re-cvaluation 15,
Needed to Better Pmmote Futme Reuremxt Seemty, Oct. 2017, hﬂps.llwwwgao gnvlassetslgao—ls-
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_ _quumed mn:nmum d:smbuuon mequuements for lRAs

e Eqmty Conoem The 2023 GA@ feport . provxded that “Income,

' job-related factors, and race were strongly telated to disparities in-older

.worker households™ retirement aecount balances, aecordmg to. GAO s
'-analys1s of 2018 Health and Retirement - Study’ (HRS) data. High-
-income households contributed .2 larger percentage of . their pay than

low—mcome households (@bout. 8 ‘and 5 percent) and rece1ved larger'
employer -contributions. Households with higher. income, longer JObA
tenure, and-a college educauon tended to haye larger balances.

- Households of all other taces than Wlnte and households with clnldren

: had about 28 and 20 percent smaller balances respectlvely mr o

§ 1 05 DECIDING WBICH IDEAS TO PURSUE

At this wrmng, the RRG subgtoups are evaluaung whlch 1deas to develop Numerous '

ideas have been suggested from radlcal changes (such as increasing wages, or
mvol\ung the Soc1al Secunty Admxmstrauon, Socxal Secunty, or the U.S, Thrift Savings
Plan as. part of a new yet—tp—be-detelmmed desxgn) to, more dlscrete refonns within

ERISA to nnprovements m employee and employer educatmn Some of the xdeas being
dxscussedasofthxswnungare ‘ :

[1] Deﬁned Conm'butmu and. Deﬁned Bene!it Plans _ 3
R.ecogmznig’that many lowe:— aud moderate—mcome workers are uot ehgxble for

plan’ and- those ‘that do not ‘have adequate retirement” savmgs, : that savings' can be
‘reduced by plan costs, and- that small employers resoutces are hm1ted cons1dermg~

'whether to develop

L. Des:gns and mcennves mtended to extend qua;hﬁed plan coverage to.. .-
‘more lower- and moderate-income workers and prov1de such workers .
with a minimum base conmbuuon or beneﬁt that must be pald over the~ LT
lifetime of the employee R : Fanie v gt

.. Des1g.ns mtended to mcrease avaﬂablhty and use of pooled mvestment
.+ and adnnmstranon to achieve economies of scale to reduce ‘COsts,.
including'- modifications 10 improve:: and extend usage of multxple‘
employer plans and pooled employer plans ' , . o

lllsp pdf al 61 ‘Indmduals faoe the nsk tbat oogmuve deelme may aﬁoct the:r abihty to mmage the“

s&vmgs, especzally later in reutement |
17 See supra note 1 GAO Highhghts

®et, 2025102025 P 1646)
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‘2] IRAs:. | .
Recognizing that IRAs are the largest pool of retirement assets, but have fewer

 protections than qualified plans and that IRA owners may have higher costs that reduce

benefits, considering whethier to develop: -
* Designs that provide employee and sp"ousa_lv protections similar to

qualified plans. -
* Options to create larger investment pools for better investment rates for
- small IRAs.

(31 Education
~ Recognizing that the compléxity of plans is a problem for employees and also méy :
be an obstacle. for plan adoption for some smail employers, considering whether to
develop: . S -

* Projects to identify and support use of -financial literacy ‘materials
provided by other organizations and identify gaps in existing financial
literacy materials for individuals. .~ " S

*  Projects to identify issues and gaps in education and guidance for small
employers. |

[4] Equity. | -

Recognizing that, as suggested in the 2023 GAO report, savings may vary by race
and other factors, and that understanding why differences occur may help désign a
better solution, considering: . -

* Projects to explore possible new ways to improve plan coverage and
enhanced plan designs specifically for those who do not adequately

benefit from the current system based on race, gender, and other factors.

§1.06 THE FUTURE: MORE RESEARCH AND COLLABORATION IN
THE PUBLIC INTEREST .~ . = ..

At the time of writing, the RRG’s discussions of what ideas it might develop are in

the early strges. By sharing the steps RRG has taken to organize and sharing some

initial identified concerns as well as a few possible ideas to pursué, it may help spur

further idea development and support for. retirement reform by other formal and

informal groups. Collective efforts like the RRG may find creafive solutions to help

with the problem of lower- and moderate-income worker retirement savings. RRG

members are excited about the potential. . -




