
  

 

Every day, 10,000 Baby Boomers enter retirement,1 hoping to maintain their quality of life while 

they are no longer working. Unfortunately, saving for retirement and stretching retirement income has 

become increasingly difficult, leaving far too many American households with little to no retirement 

savings. 

 

 Americans face retirement insecurity 

at every stage. 

Too few people have access to retirement savings 

accounts. For reasons that may include part-time 

employment, caregiving responsibilities, wage gaps or an 

increase in temporary employment, commonly known as 

the gig economy, many Americans fall into the retirement 

gap. Nearly 50% of all working age Americans have no 

retirement savings, and only half of all workers are 

employed by agencies that offer retirement savings plans.2 

Retirement savings during working-age years are 

insufficient.  

The median savings for all working-age Americans is only 

$5,000.3 Median savings for households with retirement 

savings accounts is $60,000.4 The National Institute on 

Retirement Security (NIRS) reports that four out of five 

households have accumulated retirement savings less than 

their annual income.5 Those closer to retirement don't fare 

much better: households age 55-64 have median savings of 

$104,000.6 

 

Retirees don't have enough income for a stable retirement. The Elder Economic Security Standard Index 

(Elder Index) estimates that a single elderly homeowner without a mortgage accrues approximately $1,673 

in basic living expenses every month and a couple accrues approximately $2,581 monthly.7 However, 

current account sums don't match basic expenses; all households age 65-74 hold only a median of $649 per 

month in retirement savings.8 Even when other retirement income is included, one-third to two-thirds of 

households can't maintain their pre-retirement standard of living.9  
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 Low-income households, households of color and women are particularly 

vulnerable. 

Unfair federal tax subsidies reward higher-income households more for saving in retirement accounts. 

The 50% of households that do have retirement 

savings accounts earn 2.4 times as much as 

households that don't participate.10 Higher-

income households are ten times as likely as low-

income households to have retirement accounts.11 

More troubling, higher-income households far 

surpass median account holdings: households in 

the 90th percentile hold $274,000 in retirement 

account savings while households in the top 1% 

hold $1,080,000.12 CFED's Upside Down: Retirement 

Tax Programs report illustrates how retirement tax 

spending further exacerbates retirement 

inequalities by providing greater subsidies to 

higher income households.13  

Race also plays a crucial role in Americans' ability to save for retirement. Because people of color are 

disproportionately represented in low-wage, hourly positions, their low incomes and lack of access to 

workplace retirement plans prohibits them 

from accumulating retirement savings at the 

same rate as white households. As of 2013, 

65% of white households had a retirement 

savings account, while only 41% of African-

American households and 26% of Latino 

households had one.14 Median retirement 

savings also vary substantially by race. White 

households have $73,000 in median savings 

compared to just $22,000 for African-

American and Latino households.15 The data 

is even bleaker for households near 

retirement (age 55-64). White households in 

this age group hold $30,000 in median 

savings, while African-American and Latino 

households hold $0.16  

The wage gap and motherhood penalty impact women's retirement security. Although women today 

comprise 47% of the total workforce, they represent 76% of workers in low-wage jobs17 where, much like in 

African-American and Latino households, there is little access to employer-provided retirement savings 

plans.18 Even in higher-paid positions where there is greater access to plans, many women are not eligible to 

participate. Because they are often the primary caregiver, women are unable to accrue ample work time to 

qualify for plan participation.19 
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Across their lifetime, women earn, on average, nearly $430,500 less than men, with African-American and 

Latina women earning even less ($877,000 and over $1 million, respectively).20 The result: Women are 80% 

more likely than men to live in poverty during retirement, representing two-thirds of elderly people living 

in poverty.21  

 

 The three-legged stool of retirement savings is unstable. 

Traditionally, the three main sources of income in retirement -- often referred to as the three-legged stool 

of retirement -- include Social Security, pensions and personal savings.22 Today, each leg of the stool is 

weakening, leaving Americans more unstable in retirement. 

Social Security: Social Security remains central to 

household income during retirement, providing roughly 

52% of income for households age 65 and older.23 With 

82% of elderly Americans receiving benefits, Social 

Security is the most evenly distributed income in 

retirement and is particularly crucial for African-

Americans and women.24 

Social Security is tied directly to how much a person 

works and earns in their lifetime. Wage gaps, wage 

stagnation, and lack of paid leave directly impact the 

retirement security of women and people of color who 

are most likely to fill low-wage positions and be single 

parents. 

Pensions: The traditional pension -- the Defined Benefit (DB) plan -- once provided workers monthly 

income for life. That changed in 1974 when the Employer Retirement Security Income Act (ERISA) 

precipitated a decades-long shift to Defined Contribution (DC) plans and created an individual savings 

culture. This shift is partially responsible for the decline in retirement plan participation. In 2011, DC plan 

participation reached 60%. Two years later, the rate fell to 53%. It eroded retirement security for many and 

helped create the most unequal distribution of retirement savings across racial, gender and educational 

lines.  

Personal Savings: Personal savings are no longer sufficient to ensure a secure retirement. Inaccessibility to 

what sociologist Mariko Lin Chang calls "the wealth escalator" -- employer-provided fringe benefits, tax 

breaks and government benefits -- hinders the accumulation of personal savings, especially for women, 

people of color, low-income workers and individuals without college degrees.25 As a result, many more 

people now work during their retirement years, with wages comprising 29% of total retirement income.26  

 

 

 

 



 

 Some federal and state policies are working to close the retirement 

savings gap. 
 

Federal policies: Two in three Americans believe that Congress should do more to help citizens save for 

retirement.27 A federal program called myRA does just that. myRA is a retirement savings mechanism 

developed by the U.S. Department of the Treasury that aims to help low-income, part-time or temporary 

workers build retirement savings. It’s easy to start and simple to use. With low minimums, myRA is less 

risky than typical mixed investment accounts. Employers who do not offer retirement plans can set up 

myRA accounts for employees, or workers can establish one for themselves without employer assistance.28 

The Saver’s Credit also helps close the retirement gap. CFED’s From Upside Down to Right Side Up report 

found that the federal government spends over $128 billion annually on retirement tax programs – more 

than the discretionary budgets of 14 U.S. cabinet-level agencies. Many of these tax programs are upside 

down, enabling wealthy households to get wealthier through tax breaks on their retirement savings while 

lower-income households receive little or nothing. The Saver’s Credit, however, is right-side up. The tax 

benefit specifically targets low- and moderate-income retirement savers in the bottom 40% of earners. By 

providing 10 to 50 cents for every dollar saved in a retirement account, low- and moderate-income 

households can accrue up to a $1,000 annual non-refundable tax credit.29  

Currently, the Saver’s Credit receives the least amount of federal funding of all tax expenditure programs, 

accounting for only 1% of retirement program spending.30 Proposals are underway, however, to expand and 

reform the credit to make it fully refundable, increase the income threshold and create a phase-out system as 

income rises. These actions would provide additional support to more low- and moderate-income savers.31  

State policies: The Obama Administration proposed Automatic-IRA (Auto-IRA) legislation to automatically 

enroll employees whose companies do not offer 401(k) retirement plans into Individual Retirement 

Accounts. Congress never implemented the proposal, so several states, including California, Illinois and 

Oregon, set up their own state-sponsored Auto-IRA accounts.32 Using the state’s current retirement or 

investment infrastructure, or contracting with a private firm, employees can build retirement savings 

through payroll deductions. Auto-IRAs carry the added benefit of being portable and voluntary – 

employees can opt out of them if they choose. Research shows, however, that across all income levels, 

participation rates reach at least 80% in automatic enrollment plans – higher at every level than voluntary 

participation. Deferral rates are also lower at almost every income level.33 

Each of these programs is important and necessary to close the many retirement savings gaps, but more 

must be done to create and ensure retirement savings equity. 
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