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§ 101 INTRODUCTION

By some measures, the retlrement savmgs system is boommg trillions in retirement
accounts* providing investment capital for the nation. However, the benefits from
billions of dollars of annual tax subsidies? in the retirement plan system fail to reach
many lower- and moderate-income Americans ‘who have little or no access to such
retirement savmgs In fact, the system mostly benefits highei-income workers and the
drspanty is worsening. A 2023 Government Accountablhty Office (“GAO”) report on
whether households had a retirement account balance recogmzed “Disparities between-
low-income and hrgh_mcomef* older workers” reurement accourits were greater in 2019
than in 2007, accordmg to GAO’s analys1s of . . . data on households [ages] 51 to 64.
For example, about one in 10 low-income households had a Tetirement account balance
in 2019 compared to about one in five in 2007, whﬂe about nine in 10 mgh-mcome,
households had a balance through the pemd . LN

Moderate—mcome workers retirement savmgs were also srgmﬁcantly behind hlnher-
income workers. The 2023 GAO report study of. median retirement account balances
provided: “Specifically, in 2019 the median for hrgh—mcome households was about 9
times that of middle-income households (about $605,000 and $64,300, respectively) [,
wlhile in 2007, the median for high-income households was about 4 times that of
nnddle—mcome households (about $333 000 and $86, 800 respectlvely)” (cleaned up) 5

3 See, e.g., Older Workers: Reurement Acoount Dlspanues Have Increased by Income and Persxstad by
Race Over Time, GAO-23-105342, July 27,2023, ‘https://www.gao. govlpreducts/gao-23-105342 at 8
“The Investment Company Institute estimated that TRA assets totaled $12.5 trillion, while workplace
retireiment account balances totaled $9.8 trillion at the end of March 2023.” See also, Investment Company
Institute, Retirement Assets Total $43 4 Trillion in First Quarter 2025, June 18, 2025, file:///Users/admin/
Downloads/Relf:ase%zOQuarterly%ZORanremem%ZﬁMarket%ZODam%m&tst%ZﬂQuarter%202025 pdfat
1; “Assets in individual retirement accounts (IRAs) totaled $16.8 trillion at the end of the first quarter of -
2025 . . . Defined contribution (DC) plan assets. were $12.2 mlhon at the.end of the first quarter . .
Governmem defined benefit (DB) plans—mcludmg federal, state, and local government plans——held $8.9
trillion in assets as of the end of March 2025 . anat%ector DB plans held $3.2 trillion in assets at
the end of the first quarter of 2025 and anmmy reserves outside of retxremem accounts accounted for-
another $2.4 trillion.”
fa See eg., id. GAO-23 105342 GAO nghhghrs “In 2022 the tax mcenuves for workers to save in
'tax-preferred retireinent accounts cost the fedcral govemment nearly $200 bﬂhon n- fatgtme revenue,
according to the Department of the Treasury.” ' : : ,
3 1d. at 10, note 20: “For our analysis, we dmded older households in the data into ﬁve gmups, ‘
quintiles, based on income. The tow-income group is the first qumttlc of the income distribution (median
income of about $19,100), and the hxgh-mmmc gmup is the ﬁﬁh qumule of the mcome dlsmbuuon
(median income of about $282 000) s :
413 c:m Hightights, ‘
5 id at 13 See id. at 2 regarding 2023 GAO temmlugy for tlns anaiysrs “To form income gmups for
tlns analysis of older households (ages 51 to 64), we estimated income terciles. We refer to the lowest third
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The' report* “also noted: “Congress is concerned that federal tax mcenﬁve§’for workers

to ‘save in tax-preferred retirement accounts'are °going ‘mostly to higher ‘income
workers—and are domg little to help low-income workers save for retirement.”.

" You may share the concern that the current system does not result in adequate savmgs
for lower- and moderdte-iicome workers. Many efforts such s automatic enrollment
which has continued to évolve under law, have been shown to help' move Jlower- arid
moderate-income workers in the right direction, but have not provided a full soliition.”
The next step after concerii can be involvement. What do you think can be done about
it? Could you be part of the effort to raise awareness and provide solutmns? Bised on
your expenence what plan feamres need reform to remedy the concems for these
workers‘? ‘The concem presents an oppormmty for benefits professmnhls and others to
put’ on a pubhc mterest hat on behalf of lower: and moderate-income workers to’ make
‘a dliference If you have ideas about what mlght be done, I hope thls article explalmng
why and how the Retiremeiit Reform Group (“RRG”) came to be and especmlly sharmg'
some of its developing ideas inspires you and others to add your voices and experuse :

'§1oz TIIERETIREMENTREFORMGROUP S

l&kemmymfomaﬂmehgmnpsormvaheenlmehstservescseawdouwftheneed |
tobouneeldeasoﬁmmdccllgﬂgm theRRG}sanmfomalgtoupfmmedby
experienced professxonal colleagues to mckte lower- and. moderate-meqme worker
reuzement savmgs It starmd thh ds.scove.:;mg eommon comems about such worke!s

.mmwpskmgetbermmemcoaldheMwmkeadvmﬂgeofa
hxg!ﬂy—expeuencedgrmp collabomung todevelep andxmplexm;deasto improve the
system. i

Seireml factors have made th:s group come together

‘low—mcome, the mlddle third as nuddle-mcome, and the hiphest third as ‘high-income.””
® Jd. Fast Facts.

7 1 GAO Highhghts From the 2023 GAO analysis: “The effects of - selected slzpteg:es meant to
increase workplace retirement savings vary across workers -of dlffercnt incoie groups, aceordmg to
,ﬂhlsuauve scenarios using GAO’s” analysns ... For example, automatic entollment can increase
participation of. low-income older wotkers with'dccess up to about one-thmi However, only about 23
pmeentoflew—mmme wotkﬂshavemesswawonkplwemmmemaccam E‘utthet,they may choose
nok to participate, for example, if they have hmlwddxmablemeqmemexpeetsm Security to provide
most of their retirement income. In contrast, ummtmgmmmumhmfmwmkpmemmt
wwmﬂnmmelvhmeﬁxsﬁgmmwm as shamt 23 pemmoﬂagh—mxmmmdmm
about 3 percent of middle-incomic clder workers cofitribute the individual limit.”



§-’-1.~02{1] 'NYU REVEEW OF EMPLOYER  BENEFITS 1-4

_ {l} Shared Pubhc-Spirited Resulve to. Work on Dlspaﬂtles Affecﬁng Lower- .
and Moderate-lncome Workers. ;

, Many who speclahze in ERISA (the Emp}oyee Rettrement Income Secunty Act of
'1974) and in state and local retirement matters enjoy helpmg to - build retlrement'_
benefits, but RRG members also see the shortcommgs in the system Beneﬁts lawyers
brmg the knowledge .of the complex system to help. find reforms, RRG members are
* reexamining the retirement system from the vantage pomt of the lower~ and moderate—
income. ‘workers. Some RRG members - have s:gmﬁcant ‘experience workmg on
_ renrement issues - for lower- and moderate—mcome workers, but- others may have,
' ’cons1dered the effects of retirement savings laws for such workers before only in a
glancing’ way ‘In any event, because some RRG members have clients who ‘are

empioyers, employer oroamzatmns, or thlrd-pany serv:ce provrders with the resources
to hire RRG members to act.in their mterest, the members expenence tan be mvaluable
in understandmg the pracucal workmgs of plans and how new plan desngn mlght affectv
'a]l parﬁes at the table. :

{2} Fomuiaﬁen of Know[edge, Respect, and Tmst

At thls writing, the RRG is open only to Fellaws of the honorary Amencan Coﬂege
‘of Employee Benefits Counsel,® from across the country. These attorneys bnng a depth
of expenence ‘on the front lines of ERISA and state and local retifement systems,
mcludmg many pohcymakers with invaluable experience in making law changes to
address the d:sparmes The RRG members bnng an understanding of the history of the
law as well as' the practical problems’ and” concerns of employers, ‘employees, and
service providers. Discussing. solutions is made easier with others havmo common
knowledge with collegial respect and trust. In many cases, the attorneys know each
other and some have developed fnendshtps from shared past professxonal or national
bar experiences. Each participating attorney. adds unique insights and 1deas based on
their careers including private practice, i n—house representanon, government servxce,_*
._academla, and policy development. - i

§ 1.03 OPERATING RULES FOR THE RRG

The resulting grassroots mformal RRG is a type of mcubator of ideas. It aims to
enable the members to join tooether to share and develop ideas together regarding | how
to improve the retirement system. (especially how to make it work better for lower- and
moderate-income wage earners). This exercise allows idea development w1thout the
constramts of followmg the interests of a- chent In addluon, to - encourage open

® The Fellovés are lughly—expenenoed active and rettreﬂ emnlovee' besiofits attornevs, See htme dia:
aceoe.comvacebe-membership-criteria. The RRG is not affiliated with the American College of Emplczyee
Benefits Counsel.
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} dJscussmn of ideas the group ‘operates under ground rules - that protect against
disclosure of a member’s identity - w1th respect to their speerﬁc views thhout their.
consent.

With over 100 members, dlfferences ininterests and opinions on the best way to
proceed will occur. Somie mefibers are interested in ﬂon-leglslauve actions like
retirement education while -others are-lookirig> at changes ‘in -the system itself. The
members individually decide what to pursue. Except forthe requirement to, focus on the
lower- and moderate-income dlspanty, the RRG. does not approve:of and is not
responsible for the parucular ideas or action steps that the.. members. develop. Thus,
individual members in agreement with an-idea will have the .opportunity to sign in
support of that proposal to help’ make progress.

Startmg inJ anuary 2025 regular v1deo calls have been takmg place developmg ideas
to bring back to the larger RRG in dlfferent areas; Deﬁned Contribution Plans, Defined
Benefit Plans, Iudmdual Retirement Accounts (“IRAs”) Eqmty Issues, and Education.
Each subgroup has a dedicated list serve in which articles and emails can be shared
within the subgroup and'is led by’ a voluriteer Who sets up and leads the calIs

§ .04 WHA‘I"S BEEN UNDER DISCUSSION?

ERISAhas«onlyrecentlypassedthe mymrmaﬂ:mahndmarklawwrﬂamuch
promlse 'Ihelawwaspassedtopmtectﬂleﬁghtsto befiefits, but ERISA and
subsequent law changes over time also shaped-a dramatically -different retirement
savings system.lnpamcular,awoﬂdofaﬁnedbeneﬁtpensmnplanshaschangedto
mostly 401(k) or IRA savings. For many years, major efforts have beenmade (including
pastandmgomgworkbyafew uukvxdualswhoarecuxrenﬂymembers of the RRG)
teexpandcovetage quuvebeneﬁts,andredueeummmthepnvme pension
system with a special focus on lower- and moderate-income workers and other
vulnerable populations.® Important reforms such as these have made a significant
posmvedelferenoemthe sysmmandconunue todoso However, d:eyarefarfrom'
enough to fully address the need for reform. It has been helpful to step back and look
at the blg plcture wrth the lower- and moderate-income worker problem asa focus

9 Past and ougomg refonn efforts mclude the development of many leglslanve and regulatory unuauves
such as: automat:c featires in 401(k) and similar plans (such as automauc eurollment and reenrollment,’
automatic escalation, diversified qualified « defanlt investment alremauves, amomauc rouovers to IRAs, and
automatic portability of steall benefits); SIMPLE-IRA plan; saver’s ax credit. saver's match; tax credits
forsmﬂlcmployetplanspousmsmaladoptmewplans,addamnaueemdlnmnormakeempleyet
matching contributions; limitation of leakage by reemc(mg employer c&hnuts ofsmall beneﬁts,shmtemd :
staitutory vesting periods; minimum gatewsy nondis
programs adopted as of this writing in 17 states; mmmmmmmm&
automatic IRAs. (List provided by J. Mark Iwry, RRG member and former Senior Advisor to the Secretary
of the Treasury and Tredsury Department Deputy Assistant Secretary for national Ret:rementandﬂealth
Policy.) '

Mad WYL ANTS Pk 16846
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Numerous concerns have been ralsed that help refme the discussaon, mcludmg

* Not Enough Plans Offered to Lower- and Moderate-Tncome Work-
‘ers, Especially by Small Employers and to Gig Workers. Many :
lower- and moderate-income workers are not eligible 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

. Lack of Funds Available for Lower- and Moderate-lncome Work-
ers to Save. Lower-mcome employees in particular often struggle to
cover day—to-day expeﬂses, leaving no room to save under a system that ‘7 .
shlfted that. responsxbzhty to them.1t S ’

*  Complex Nond:scrxminatmn Rules Are Insuﬂicient. The complex_
rules only mxmmal!y require’ ‘employers to consider the non—hxghly .
compensated employee and are not robust enough to result in beneﬁts _1 3
savings equivalent to the hzﬂy compensated_ :

. Employee Dlsadvantages Affect Investment Onteomes. ERISA sec~
tion 404(c) rules might appeal to employees and protect employers, but
employees are in fact disadvantaged. The rules permit an employer to
limit exposure for employee investment choices and to shift respons1-'
bility to the employee. The employee, however, does not have the same
investment sophlsucauon risk tolerance, or econo;mes of scale of or
. professmnal resources avaﬂable to, the employer.}2 .

. Costs Shifted to- Employees Reduce Benefits. Employers negonate_
plan costs w1th service providers, but these costs often are shifted from
the employer to parhcmants Costs m:ght be Iower zf the employer had

10 See supra mote 7. See also, £.8 Heanng before the Subcom. on anary Health and Reu:ement
Security of the U.S. Senate Com. on Health, Education, Labor, and Pensions, Exploring the “Glg
Economy” and the Future of Reufement Savings, S. Hrg' 115-762, Feb. 6, 2018, hitps:/Awww.congeess.
gov/ll5/chrglCHRG-l15shrg28635/CIrmG-115shrg28635 pdf, at 2, Sen, Enzi: “I suspect today’s panel
will confirm that retirement savings options for those in the gig economy are quite limited compared to
those available to their counterparts in the traditional workforce, And where they do exist, they impose-
complex burdens on the individual that will ulumately discourage savmg We often hear that there is a
reunememwcumymsxsmtheUmted States,andwhﬂe theextentoftheensxsmaybedxsputed, few
dxspute that Americans shouid save mme and earher for. retuement” T : :

L M Seesupmnote7 N ' o F :

12 See, .8, GAO Report, 401(k) Plans Labor and IRS Could Improve the Rollover Proeess for
Participants, GAO-13-30, March 2013, https://www.gao.gov/assets/gao-13-30.pdf, at 24, note 56:
numerous studies have found that many Americans lack hesic finamis! literacy, fncluding an -‘.g.‘,.mﬂf,
of fundamental investment concepts, such as the benefits of compoundmg interest, risk dxvetsxﬁcanon, and
mﬂauon, that are necessary for making well-mformed decisions and evaluating recommendauons

(Rel. 2025-1072025  Fub.1646)
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to pay them.
+ IRAsand Rollovers to IRAs Offer Fewer Protectlons for: Employees
Employers reduce ‘thé: burdens. and costs of mamtammg small -plan
" accounts by unplemennng cash-out rellovers to TR As; which shift more
responsxblhty and offer fewer protections. to the employee W o

o IRA Providers Are Not ERISA Fiduciariés. IRA providers are not
held to similar standards of care wzth respect to fees and mvestment
choicés.* .~ FFE T,

. Review Needed to Determme How Often and Why Some TRAs Are
Bemg Consndered h “Unclaimed” and 'n'ansferred to State Un-
claimed Property Funds. IRAs are int‘ended to be used in retiremerit
and IRA owners expect those IRAs to be available when they decide to
make withdrawals after retirement. Based on numérous. anecdotal
'md1v1dua1 exgenenees ‘of some RRG members and others, some IRAs :
that have not been reqmred to be dlStl'lblltcd have been transferred toj"
state unclalmed property funds Further review is appropnate glven that
some states have become miore active in escheatment of IRA accounts
andgzvenﬂ:eeonﬂlctefmmstasmhﬁmdsmusedwﬁmdsmte

budgets.1®

« Concerns about Aging’ Health and’ ébgﬁmve issués in‘aging worsen
the employee’s abxhty to manage retirement plan or IRA accounts in.
retx:ement.“ ER;A owners are respons:ble for compliance with complex

13 g eg., i aso,Twes-SmmxeyDﬁmmmmmmmAmmm
Making Dnsm‘bmmn Decisions. . .

4 See, e.g., id'at30, T&S‘MWMW@I(&}MMMWC@&MWM
Msking Distritwition Decisions. Key differences include: Investmmsdewmmdmmmrmg'ml(k)mm
“Plan fiducidries are responsible for selecting and monitoring investment opuons in the best interest of the
patticipant.” versus IRA “Individual is solely responsible for selectmg and monitoring mvestments >

1s See, e.g., GAO-15—73 401(k) Plans, Greater Protections Needed for Forced Transfers and InacuVe
Accounts, Nov. 2014, https://www.gao. gov/assetslgao-ls-73 pdf, at 16, citing “U.S. Dept. of Labor, Field
Assistance Bulletin, 2001-01. Forced-transfer TRAs providers told us that the accourits are sometimes’
escheated to states after the account holder reaches the ageé of required minimum distribution.” See also,
e.g., California Legislative Analyst’s Office, Unclaimed Propesty: Rethinking meSmesLost& Found
Program, Feb. 10, 2015, hitps:/fao. mgovkeportslmwﬁmeeﬂ]mimm-?mgenyfandmmed-m
021015.pdf, at 3: “Now generating over $400 million in annual revenue, unclaimed propesty is the state
Gmail’nmdsﬁﬁh—lagmmmem This has créated tmmmbetweentweoppomngmogmm
1dennaes-—mclmmedpmpeny asaconsumcrpmxemonmgramandasameeefc;ermalﬁm
revenue.”

1€ See, e.p., GAD-18-118SP, The Nation's Retirement System, A Comprehensive Re-evaluation Is
Needed to Better Promote Future Retirement Security, Oct. 2017, https:/fwww.gao.gov/assets/gao-18-
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-requn:ed mrmmum dxsmbnhon reqm:emems for IRAs

Eqmty Concerns. The 2023 GAO report prov1ded that “Income,
job-related factors, and race were strongly related to dlspanues in older

worker households’ retirement account balances, according to ‘GAO’s

ana]ys1s of 2018 Health and Retirement  Study (HRS) data. High-
income households contributed a larger percentage of their pay than

'low—mcome households (about 8 and 5 percent) and received: larger
employer ‘contributions. Households with higher income, longer job

“tenure, and a college educauon tended to have larger balances.
: Households of all other races than Wlnte and households with chlldreﬂ

§ 1.05

,had about 28 and 20 percent smaller balances, respechvely "7

DECIDING WHICH IDEASTOPURSUE iy it

At tlns wntmg, the RRG subgroups are evaluatmg wluch 1deas to develop N umerous
ideas have been. suggested from ‘radical ‘changes (such as’ increasing” wages, or:
involving the Social Security Adunmstrahon, Social Security, or the U.S. Thrift Savings
Plan as. part of a new. yet-to—be-detenmned design) to more. discrete reforms within
ERISA to nnprovements in employee and employer educauon Some of the ideas bemg
d:scussed as of this writing are:

ny

Deﬂnod Conmbutlo.u and Deﬁned Benefit Plans

Recogmzmg that many Iower— and moderate-mcome Workers are not ehgible for a
plan and those that do not have adequate retirement savings, that savings can be
reduced by plan costs, and that small employers resources are hmlted consxdenng
whether to develop: '

Des:gns and incentives mtended to extend quahﬁed plan coverage to

‘more lower- and moderate—meome workers and provide such workers
with a minimum base contnbutton or beneﬁt that must be pazd over the

llfetlme of the employee
Demgns mtended to mcrease avaxlalnhty and use of pooled mvestment

and admlmstrauon to achleve ecopomies of scale to reduce “costs,
including  modifications to improve ‘and exlend usage of mulhple

i : employer plans and pooled employer plans

1llsp pdf at 61 ‘Iudnvnduals face the nsk that cogmm'e dechne may aﬁ’ect their ab:hty o manage thexr
-savings, especially later in rettrement ' ;

17 See supra note 1 f‘ﬁn Thght "t‘"
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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 whether to develop:

¢ Designs that provide employee and spousal protections similar to
qualified plans.

e Options to create larger investment pools for better investment rates for
small IRAs.

[31 Education

Recognizing that the complexity of plans is a problem for employees and also may |
be an obstacle for plan adoption for some small employers, considering whether to

develop:

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

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

[41 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 design a
better solation, 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 stages. By sharing the steps RRG has taken to organize and sharing some
initial identified concerns as well as a few possible ideas to pursue, 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 creative solutions to help
with the problem of lower- and moderate-income worker retirement savings. RRG
members are excited about the potential.

{Ret 2025-10/2025  Pub,i646)



