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Overview

With the aging of the nation’s population, a continuing decline in the availability of traditional pensions, and
concerns about the future of Social Security, many workers in the United States worry that they won't have
enough money set aside for their retirements. The Employee Benefit Research Institute’'s 2014 annual Retirement

Confidence Survey found that only 22 percent of Americans are very confident that they will have enough money for
a comfortable retirement, while 36 percent are somewhat confident. Twenty-four percent are not at all confident.

In addressing these concerns, policymakers have emphasized the need to expand access to what are known as
employer-sponsored defined contribution plans, such as 401(k)s. The ability of employees to contribute directly
from their paychecks and the use of features such as automatic enrollment make the workplace an effective place
to encourage saving.! These employer-sponsored plans are how Americans now accumulate the vast majority of
their private retirement funds, but large gaps in coverage exist.?

Today, only about half of workers participate in a workplace retirement plan, according to an analysis of data
compiled by The Pew Charitable Trusts. Overall, 58 percent of workers have access to a plan, while 49 percent
participate in one. Looking at the numbers a different way, more than 30 million full-time, full-year private-sector
workers ages 18 to 64 lack access to an employer-based retirement plan.?

To help more people save for their later years, lawmakers in Congress have introduced retirement savings
initiatives.* Separately, President Barack Obama unveiled his “myRA" program in 2014 with a similar goal. As of
Nov. 4, 2015, people without retirement plans can sign up to save through myRA.®

States are also acting to increase retirement savings. Lawmakers in more than half of the states have introduced
measures to either create or study state-sponsored retirement savings plans for employees who don't have
access to such a plan in the workplace. lllinois, for instance, established the Secure Choice Savings Program,
which will start enrolling certain workers in new payroll-deduction retirement accounts by 2017. Washington
state has created a marketplace in which small employers and the self-employed can shop for retirement plans.

As state and federal lawmakers explore new programs to encourage workers to put aside money for retirement,
this report surveys the retirement savings environment in all 50 states and assesses the challenges facing
workers and employers. The data show wide differences among the states in both access to and participation
in employer-based retirement plans. The numbers highlight variations by employer size and industry type, as
well as workers' income, age, education, race, and ethnicity.® More detailed information, including state-by-
state breakdowns, is available in the report’s online interactive data visualization at http:/www.pewtrusts.org/
retirementaccess.

Among the key findings:

e Access and participation rates vary widely across the states and regions. For example,
61 percent of workers in Wisconsin participate in an employer-based pension or retirement savings plan
compared with 38 percent in Florida. Access and participation are higher in the Midwest, New England,
and parts of the Pacific Northwest, and lower in the South and West.

e Access and participation vary based on employer size and industry type. For example, only 22 percent
of workers at firms with fewer than 10 employees report having access to a workplace savings plan or pension,
compared with 74 percent at firms with 500 or more. Certain industries, such as leisure and hospitality or
construction, have much lower levels of access and participation than others. These factors contribute to state
and regional differences.


http://www.pewtrusts.org/retirementaccess
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¢ Plan access and participation differ substantially by employee income. Nationally, only 32 percent of workers
with wage and salary incomes of less than $25,000 have access to a retirement plan at the workplace; the rate
rises to 75 percent for workers with incomes above $100,000. Just 20 percent of those in the lower-income
group participate in a plan, compared with 72 percent of more affluent workers.

¢ Younger workers and workers with less formal education are less likely to have access to a workplace
retirement plan.” Younger workers also are less likely to participate even if they have the option. For some of
these workers, other priorities may compete with retirement savings.

* Some of the largest differences are by race and ethnicity. Among Hispanic workers, access to a plan is
around 25 percentage points below that for white non-Hispanic workers. Black and Asian workers also report
lower rates of access than white workers. This variation is likely due to underlying economic differences
such as age, job type, and income, but other factors, such as a lack of comfort with financial institutions, may
also play a role.

Because of the differences in retirement plan access and participation across the United States, legislators
should consider the unique social and economic features of each state as they try to expand retirement saving
through the workplace. For example, certain states have more workers at small businesses or in industries

with relatively high turnover. Policymakers will need to balance the goal of increasing retirement savings against
the challenges and concerns that such firms face. Other states have higher shares of minority workers who

may benefit from targeted outreach materials to expand participation in new or existing plans. Taking these types
of characteristics into account can help policymakers improve retirement security while balancing the needs of
both workers and employers.

Methodology

The figures in this report are based on a pooled version of the 2010-14 Minnesota Population Center's
Integrated Public Use Microdata Series (IPUMS) Current Population Survey (CPS), Annual Social and
Economic (ASEC) Supplement.? Unless otherwise noted, “worker” in this report means a full-time, full-year,
private-sector wage and salary worker ages 18-64.°

Readers should be aware that estimates of retirement plan access and participation vary across data
sources. For example, one study found that among private-sector full-time workers, the reported CPS access
rate for 2012 was 15 percentage points lower than that in the Department of Labor’'s National Compensation
Survey.'® Methodological differences, such as the makeup of the underlying sample or the phrasing of

the survey questions, contribute to some of the variation.” Furthermore, previous research suggests that
respondents tend to underreport retirement plan access and participation compared

with W-2 tax data.”

There is no single, definitive benchmark figure for retirement plan access and participation. Pew uses the
CPS because of the geographic detail it allows us to provide. See the separate Methodology document,
available at http://www.pewtrusts.org/retirementaccess, for a full description of the data, its limitations, and
our analysis approach.



Access and participation nationally and in the states

Fifty-eight percent of workers in the United States reported having access to a workplace retirement plan,
while 49 percent reported participating.”® State percentages varied considerably.

Figures 1A and 1B show access to, and participation in, retirement plans among workers in each state.

Figure 1A
Retirement Plan Access
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Note: The access rate for all 50 states is 58 percent.
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Figure 1B
Retirement Plan Participation

40% and below 41-45% 46-50% M 51-55% B 56% and above

Note: The participation rate for all 50 states is 49 percent.
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Access and participation rates vary widely (see Figure 2). Florida had the lowest access rate at 46 percent, while
Wisconsin had the highest at 70 percent, a difference of more than 20 percentage points. The same states

had the lowest and highest participation rates (38 percent in Florida and 61 percent in Wisconsin). Regional
differences also were significant, with higher access and participation rates in the Upper Midwest, along with
parts of New England and the Pacific Northwest. Access and participation were generally lower in the South and
West. Access by region ranged from 54 percent in the South to 65 percent in the Midwest. Participation ranged
from 46 percent in the South to 56 percent in the Midwest. Appendix A includes regional figures.
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Even in states with high access rates, many workers did not have access to workplace retirement plans. Although
a large majority in Wisconsin—70 percent—had access, more than 400,000 workers did not. Moreover, the
estimate of the number of workers without access to a workplace retirement plan is conservative, because the
analysis focuses only on full-time workers employed throughout the year. About 18 percent of those who are
employed work part time; retirement plan access and participation are substantially lower among part-time and
seasonal workers." Figures 3A and 3B show how access to and participation in retirement plans among part-time

workers varies across the states.



Figure 3A
Retirement Plan Access for Part-Time Workers
Rates are much lower for these employees
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Note: The access rate for part-time workers in all 50 states is 33 percent.
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Figure 3B
Retirement Plan Participation for Part-Time Workers
Rate is under 25% in most states
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How much workers with access participate

The “take-up rate” represents the percentage of workers who reported having access to a workplace retirement
plan and were participating in that plan (see Figure 4). Nevada had the lowest take-up rate at 76 percent, while
Indiana had the highest at 90 percent. Several states had rates close to this high.”

Lower take-up rates in some states suggest a need for identifying and removing obstacles to participation among
workers who have access to a plan. However, some of these workers—such as those who are younger or have
lower incomes—may choose not to participate because of other financial priorities or expectations about their

future financial situations.
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Because many Americans use retirement plan savings for purposes other than retirement, these participation
gaps merit broader consideration. Many people withdraw savings before retirement to meet large expenses, such
as buying or repairing a house, consolidating bills, or paying educational and medical costs.” Researchers and
policymakers voice concerns about “leakage” from retirement savings through early withdrawals and plan loans.
Some have recommended increasing penalties and other disincentives to reduce this drain on savings.



Still, having the ability to draw on an account in a time of need could help workers avoid higher-cost approaches
to mediating financial shocks, such as expensive forms of borrowing.” This ability to handle unexpected expenses
is a significant concern for many Americans.’® A recent Pew report showed that 60 percent of households
experienced a financial shock in the previous 12 months; half of this group reported that the problem made it
difficult to make ends meet.” This is consistent with a Pew analysis of Survey of Consumer Finances data that
showed that 55 percent of households were “savings-limited:" They could not replace one month of income with
their available cash, checking, and savings accounts.?°

Factors linked to plan access and participation

Many factors are associated with access to and participation in workplace retirement savings plans.
Employer and worker characteristics play important roles, with wide variations based on employer size,
industry, income, age, education, and race and ethnicity. Those factors then play into wide differences
across the states and regions.”

The fact that many workers of differing characteristics do not have access to retirement plans might reflect
individual circumstances and preferences. Some might prefer to save in a workplace plan but cannot get a job
with an employer that offers one. For others, this may be a lower priority because of their limited ability to save,
their stage in life, or other considerations. Therefore, they might be more likely to consider employers without
plans.?? Pew does not try to separate out these effects or quantify the role of any particular factor in predicting
access or participation.”> However, we do discuss previous research on how these characteristics might affect
retirement plan access and participation.*

Employer size

Some of the largest differences in retirement plan access and participation are found by employer size. For
example, just 22 percent of workers at firms with fewer than 10 employees reported having access to workplace
savings plans or pensions. Among workers at firms with 500 or more employees, the rate was 74 percent.?

The concentration of workers in small firms varies widely across the states. Nationwide, 29 percent reported
working at firms with fewer than 50 employees. The percentages in individual states ranged from 39 percent in
Montana to 23 percent in Minnesota.?® (See Figure 5.)



Figure 5

Percentage of Workers Employed at Firms With Fewer
Than 50 Employees

Montana
Idaho

New Mexico
Wyoming
Hawaii

New York
Vermont
Florida

North Dakota
California
Louisiana
Alaska

South Dakota
Maine
Oregon
North Carolina
Arkansas
South Carolina
New Jersey
Texas

West Virginia
50 States
Oklahoma
Colorado
Alabama
Maryland
Utah

Georgia
Kansas
Delaware
Virginia
Arizona
Kentucky
Nebraska
Nevada
Tennessee
New Hampshire
Missouri
Rhode Island
Massachusetts
Ohio
Wisconsin
Indiana
Washington
Connecticut
Mississippi
Michigan
lowa

Illinois
Pennsylvania
Minnesota

0% 5% 10% 15% 20% 25% 30% 35%

© 2016 The Pew Charitable Trusts

10




Small employers face potential barriers or disincentives to offering retirement plans, including cost, complexity,
and concerns about liability. In a Main Street Alliance/American Sustainable Business Council survey from
2013, over half of small-business owners who did not offer plans said cost was the largest obstacle.?” Setting up
a retirement plan generally includes both fixed costs and a marginal cost for each employee who participates.
Because of their size, small employers face relatively large fixed costs. These financial concerns are consistent
over time. The Small Employer Retirement Survey done by the Employee Benefit Research Institute (EBRI) in
2003 measured obstacles to retirement plans among businesses with five to 100 full-time employees.?® Among
the financial concerns cited most often for not offering a plan were that business “revenue is too uncertain/too
low" and “costs too much to set up and administer.”?® A large percentage said that positive financial changes,
such as an “increase in business profits,” would make them more likely to offer a plan.3® A 2005 survey by

the National Federation of Independent Businesses found that small businesses are more likely to offer health
insurance before offering a retirement savings package.®

Policymakers have pursued initiatives to make providing retirement plans more financially attractive for

small employers, such as offering tax credits for startup costs and creating savings vehicles, such as the Simple
IRA Plan and the Simplified Employee Pension (SEP) plan, with less burdensome administrative requirements.3?
Still, plan adoption at smaller firms is limited, and policymakers continue to explore new initiatives such as
multiple employer plans, which allow unrelated businesses to participate in a centrally administered retirement
plan. Pew will explore these issues in the coming year when assessing the barriers facing employers in offering
retirement plans.

According to the 2001 Small Employer Retirement Survey, employees often want more money devoted to wages,
another reason that employers sometimes cite for not offering a retirement plan, particularly among the smallest
businesses.> This notion corresponds with other research that shows much of the difference in retirement plan
availability by employer size can be attributed to underlying workforce characteristics, such as lower wages at
small firms.3* Future work by Pew's retirement savings project will explore workers' preferences and behavior
with regard to retirement savings.

11



Industry

The type of industry also can make a big difference in whether employers offer retirement plans. Among the
industries that Pew analyzed independently, the manufacturing and financial services sectors were most likely
to provide these benefits, with 69 percent and 68 percent of workers, respectively, offered a plan.3®> At the lower
end were the leisure and hospitality industry at 34 percent and construction at 40 percent.®® These industries
also had lower participation rates. Less than a quarter of workers in leisure and hospitality jobs, which include
restaurant, hotel, and similar work, reported participating in a plan.?”

Here regional differences come into play as well because certain industries, such as leisure and hospitality,
are more concentrated in certain areas of the country. Nationwide, about 8 percent of workers had jobs in this
industry. They make up 27 percent of the analysis group in Nevada but only 5 percent in lowa. (See Figure 6.)
Regional differences also can provide insight into where workers are more likely to have access to retirement
savings options. In Connecticut, 15 percent of workers had jobs in financial services, a field more likely

to offer plans. By contrast, that sector accounts for only 5 percent of jobs in Wyoming.

12



Figure 6

Percentage of Workers Employed in the Leisure and
Hospitality Industry
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The type of industry can affect retirement plan access and participation in multiple ways. Some have more lower-
wage, part-time, short-term, and seasonal workers, the kind of work for which employer-based plans are less
common.? For example, the leisure and hospitality industry faces high employee turnover, with a separation rate
almost double that of total nonfarm employment overall.?®* As of January 2014, the median tenure for workers in
the leisure and hospitality industry was 2.3 years. In comparison, the median for workers in the manufacturing
industry was 5.9 years.*° Federal statistics also show that employees in the leisure and hospitality industry
worked about 10 fewer hours per week on average in January 2015 than workers in professional and business
services: 26 versus 36 hours, respectively.

Retirement savings plans often require a minimum number of hours worked before an employee can participate,
such as 1,000 hours per year. These rules will limit overall participation in industries with more part-time
employees. Even for some long-term full-time workers, the prevalence of short-term and part-time jobs in their
fields can reduce access if employers believe there is little need or demand for retirement plans among the
majority of their workforce and choose not to make them available.

Additionally, certain industries may face economic challenges that reduce the likelihood that employers will offer
retirement plans. Metrics such as profit margins and returns on capital and equity vary substantially across types
of businesses.*? Employers that are not profitable overall, or with substantial variation in seasonal profitability,
face greater difficulty meeting financial costs or providing the time and effort needed to administer retirement
plans for employees.

Certain industries are also more heavily unionized. For example, data from the Bureau of Labor Statistics show
that 21 percent of wage and salary workers in the transportation and utilities industry are represented by unions,
compared with about 4 percent of those in leisure and hospitality jobs.** Retirement plan access rates are
substantially higher for union workers because collective bargaining efforts usually include retirement benefits.*4

Unionization rates differ substantially by state, in part due to the concentration of particular industries. In New
York, for example, unions represented 26 percent of wage and salary workers in 2014, compared with 3 percent
in South Carolina.*> Research by others suggests that state-level rates of unionization are linked with the share of
workers that have access to retirement plans.*®

Employee characteristics such as age, education, income, and race—all discussed more fully below—also vary by
industry. Workers in leisure and hospitality jobs are generally younger, with a median age of approximately 32,
compared with the median age of 42 for all workers.*” Younger or lower-income workers are generally less likely
to have access to retirement plans or to participate in one.

Wage and salary income

Access and participation also vary widely in terms of workers’ wage and salary income. Among those earning
less than $25,000, about 32 percent reported having access to a retirement plan. Among those earning
$100,000 or more, 75 percent said they had access. The gaps widen when participation is considered. Only 20
percent of workers with incomes of less than $25,000 reported participating in an employer-based retirement
plan, compared with 72 percent of those with incomes of $100,000 or more—a divide of more than 50
percentage points.

Income levels vary substantially across the United States (see Figure 7). Nationwide, 1in 5 workers reported
an annual wage and salary income of less than $25,000. In Arkansas, 28 percent reported that level of income,
compared with just 12 percent in New Hampshire. Lower incomes are more common in the South and
Southwest, although the cost of living is generally lower as well.

14



Figure7

Percentage of Workers With Less Than $25,000 in
Wage and Salary Income
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Wage and salary income can indicate “job quality.”*® Lower-wage jobs tend to be in sectors where employers
are less likely to offer pensions or retirement savings plans.*® For instance, those employed in food services
have lower average wages than those employed in finance and are less likely to have access to a workplace
retirement plan.>®

Income also plays a role in whether workers can participate in a retirement plan. Those with low incomes may
need their full pay—or more—to meet their regular expenditures. In a recent Pew survey on family finances,

20 percent of respondents reported spending more than they made in most months.”'In addition, as reported

by Pew elsewhere, income in many families can fluctuate widely from year to year. Nearly half of American
households have experienced an income drop or gain of more than 25 percent in a two-year period. That can
leave many low- to moderate-income workers with insufficient short-term or emergency savings.> Some of
these workers may be unwilling to commit to making contributions to a retirement savings plan when faced with
such volatility.>

Age

Access and participation also differ by age. Some 47 percent of workers ages 18 to 29 reported having access
to a plan; that rises to 63 percent among those 45 to 64. Participation rates followed a similar pattern. The gap
between access and participation proved largest among the youngest workers, many of whom face savings
challenges even when they have access to retirement plans.

The analysis showed that approximately 20 percent of workers nationwide are under 30 (see Figure 8). However,
younger workers were more prevalent outside the East Coast. Utah, Alaska, Kansas, Wyoming, and North
Dakota had the highest percentages, with about a quarter of their full-time, private-sector workers under age 30.
The Northeastern states, including Connecticut, Maine, and New Hampshire, had higher percentages of older
workers, ages 45 to 64. In Connecticut, for example, nearly half were in that age bracket, compared with 33
percent in Utah.

16



Figure 8
Percentage of Workers Under Age 30
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Age can be a factor in retirement savings in multiple ways. One is the ability to save. On average, younger
workers have less income than older ones; saving for retirement might not be reasonable or rational from a life
cycle perspective.> Debt also may be a concern. Although the share of younger households—those younger than
35—holding debt is lower than that among many older age groups, these households have the highest median
dollar amount of unsecured debt.>® Because this debt is likely to have high interest rates, paying it off before
saving for retirement might be the best path for some workers. Research from Pew suggests that education

debt is a particular concern for millennials: 41 percent of this age group holds this type of debt, and the median
amount owed is $20,000.% Debt could reduce demand for retirement plans among young workers and curtail
participation even when offered.

Younger workers also might have different saving priorities.”” For example, some may be more interested in
saving for a house, financing education, or building personal liquidity. Data from the Federal Reserve System'’s
2013 Survey of Consumer Finances show that among households that reported saving during the past year,
the percentage that listed retirement as their top savings goal was far lower among households headed by an
individual under age 35 than among older households.>® Older workers with more wealth and income and a
clearer focus on retirement might be expected to more frequently seek an employer with a retirement plan and
participate when given the opportunity.

Education

Less-educated workers are far less likely to have access to, and participate in, employer-based retirement savings
or pension plans. Only 29 percent of workers who did not graduate from high school reported having access to

a workplace retirement plan. More than twice as many—69 percent—of those with at least a bachelor’s degree
said they did. Broadly speaking, the differences in participation by education level showed a similar pattern.

Overall, 37 percent of full-time private-sector workers had a high school diploma or less education. Among the
states, West Virginia had the highest share of workers in this category with 50 percent. In general, states in
the South and Southwest had higher percentages of workers with less formal education than elsewhere in the
country. (See Figure 9.)

Education can affect retirement plan access and participation in multiple ways. Education typically contributes to

18



Figure 9
Percentage of Workers With a High School Diploma or Less
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economic outcomes such as job quality and income. For example, the median lifetime earnings for workers with
a high school diploma are about $1 million less than for workers with a bachelor's degree.®® And having limited
economic resources can make saving for retirement more difficult. Education influences where an individual can
find work, as well as the type of industry and occupation.®®

Education also ties into financial literacy and the willingness to join a retirement plan.®' For example, those

with higher levels of education or within certain disciplines, such as mathematics or economics, could be more
comfortable with savings concepts and the benefits of participation.®? More broadly, many workers may not

have a basic understanding of how to prepare for retirement. According to the 2012 Financial Capability Survey
conducted by the Financial Industry Regulatory Authority (FINRA) Investor Education Foundation, only 37
percent of respondents had ever attempted to calculate their retirement savings needs. Among those who did not
complete high school, the share was just 15 percent.

Race and ethnicity

Retirement plan access and participation also vary significantly by race and ethnicity. Sixty-three percent of white
non-Hispanic workers reported having access to a plan. Black non-Hispanic and Asian non-Hispanic workers

had access rates that were 7 or 8 percentage points lower, at 56 percent and 55 percent, respectively. The gap
grew larger—to 25 percentage points—when comparing white workers with Hispanic workers. Only 38 percent
of Hispanic workers said they had access to an employer-based retirement plan. Participation patterns proved
largely consistent with access rates.

Minority populations are not equally distributed across the United States. For example, Hispanics made up

16 percent of workers in the nationwide sample but accounted for more than a third of the full-time private-sector
workforce in New Mexico, California, and Texas. (See Figure 10.) By contrast, in states such as Maine

and Vermont, Hispanics totaled less than 5 percent of workers. Nationwide, Asians made up about 6 percent

of workers in the analysis group, but in Hawaii this group accounted for close to half. Black workers were

more heavily concentrated in the South. For instance, 32 percent of workers in Mississippi were black, compared
with approximately 10 percent in the U.S. as a whole.

In the context of retirement savings, race and ethnicity can serve as a proxy for economic variables such as
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Figure 10
Percentage of Workers Who Are Hispanic
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income, wealth, job type, or industry of employment. Differences in these characteristics by race and ethnicity
can be stark. For example, a previous analysis of CPS data found that in 2012, the median income for

white non-Hispanic households was $57,009. For black and Hispanic households, the comparable figures were
$33,321 and $39,005, respectively.* Over time, these differences can result in large disparities in wealth by
race and ethnicity.**

In addition to economic considerations, race and ethnicity may affect retirement savings behavior in other ways,
such as lower levels of trust and comfort with financial institutions and the investment process in general. For
example, a 2008 survey of investors found that black households show substantial interest in steps to boost
confidence and education in money matters, such as employer-based one-on-one consultations with financial
advisers.®® A greater percentage of black than white households said this type of outreach would encourage
them to increase investments in defined contribution plans.®® In addition to a lack of trust in financial institutions,
Hispanics have noted factors such as language barriers and problems using nontraditional forms of identification
as reasons for staying away from mainstream financial services.®” Additional factors, such as differences in family
structure or age distribution by race and ethnicity, also may play a role in retirement saving disparities.®®

Implications for policy

States are exploring initiatives to boost both access to retirement savings plans in the workplace and participation
in these programs. Policymakers would benefit from considering employer and employee characteristics relevant
in their states or jurisdictions in designing legislation and policies.

Because most retirement saving takes place within workplace plans, many efforts to increase savings focus on
the types of employers (notably small firms) or the industries that have low rates of offering retirement plans.
States with low rates of access may need to balance policy objectives against the concerns of small firms, which
often face intense competitive and profitability challenges.

For example, many new retirement savings initiatives set a minimum number of employees for an employer to
be included in a mandatory program, typically exempting entrepreneurs and very small enterprises. In lllinois, for
instance, the plan applies only to businesses with at least 25 employees.®® Such thresholds, however, could mean
that a retirement savings program will miss many workers, particularly in states where higher percentages of
employees work in small firms, such as Montana and Wyoming. These types of trade-offs merit additional study.
Pew will conduct research analyzing state reform proposals with an emphasis on examining small employers and
their reasons for sponsoring or not sponsoring retirement savings plans.
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Worker characteristics also can affect the design and implementation of policy. For example, policymakers

in California and New Mexico could consider strategies that meet the specific needs of their large Hispanic
populations. To boost participation, efforts could be made to build greater trust in financial institutions through
community outreach or by making sure that Spanish-language educational material is widely available.”® In
addition, there may be specific financial considerations for this population that policymakers could address
explicitly in program messaging. For example, research suggests that some Hispanics are reluctant to participate
in retirement savings programs because of uncertainty about the accessibility of funds if they retire in another
country.”" Addressing such concerns could improve participation in existing plans, as well as any new national or
state-level programs.

Moreover, relying primarily on automatic plan features to increase savings could fall short under certain
scenarios. For example, research from the Employee Benefit Research Institute shows that in an automatic IRA
contribution framework, a 3 percent contribution rate—as in the lllinois Secure Choice plans and in legislative
proposals in several states—would have only a modest effect on long-term savings adequacy.’? Policymakers
might consider using a higher default contribution rate, or a rate that gradually increases over time—known as
auto-escalation—unless the employee opts out.

Policymakers and researchers could also consider whether improving financial literacy could encourage

more workers to stay in a program or increase their savings levels beyond the program default. Evidence on
the effectiveness of financial education in increasing household savings is mixed. Some research shows that
providing information through the workplace may prove helpful.”® Additionally, some experts contend that plan
sponsors could increase take-up by timing financial education efforts to correspond with specific decision-
making opportunities or events, such as initial plan enrollment.”* Other research has found that financial
education efforts do not lead to increased household savings.” In summary, additional research needs to
determine when and for whom financial education is effective in changing savings behavior.

Nationwide, policy proposals are aimed at enrolling a large segment of the working population. But even with
new state or federal retirement savings initiatives in place, gaps in participation will probably remain. The Federal
Reserve Board's Survey of Household Economics and Decisionmaking asked workers not currently investing in
an employer-based retirement savings plan to explain why not. Forty-two percent said their “employer does not
offer a plan,” but the second most common response was that they were “unable to afford contributions to a
retirement plan” (29 percent).”®

Those responses suggest that increased access alone may not lead to increased savings for these workers.
Policymakers should consider retirement savings options in the context of the broader financial challenges facing
low- to moderate-income households. Providing opportunities for short-term savings or access to saved funds
before retirement in some limited way, such as through loans, could encourage greater participation among those
who might be reluctant to tie up money in retirement savings accounts.”” Policies that help some low-income
households better manage financial shocks also could improve long-term well-being and earning potential. And
that could increase the ability of these households to save more for retirement.”
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Conclusion

At a time when most retirement saving takes place in the workplace, more than 30 million full-time private-
sector workers do not have access to an employer-based retirement plan. The data analyzed here show
substantial differences in access and participation across the states and among workers and employers with
differing characteristics.

Many states are considering or implementing reforms to encourage more businesses to offer retirement savings
plans and more workers to take part. When designing these programs, policymakers must take into account
employer and employee characteristics most relevant to their states or jurisdictions. The online data visualization
that complements this report includes detailed information for each state.

As federal and state policymakers continue to explore approaches for improving retirement security,
understanding barriers to savings and the potential outcomes associated with new initiatives will be critical.
So will understanding the potential impact of these policies on employers and taxpayers. Information

gained through continuing research and dialogue among employers, workers, experts, and other stakeholders
can help ensure that policies are well designed and effective in helping Americans to meet tomorrow's
retirement challenges.
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Appendix A: Summary results

Retirement Plan Access and Participation

State Access Participation Participation
MT

50 States

(excluding DC) 58% 49% 61% 51%
AL 58% 49% NE 64% 54%
AK 62% 53% NV 51% 39%
AZ 52% 41% NH 66% 58%
AR 55% 45% NJ 53% 47%
CA 51% 44% NM 49% 41%
co 62% 52% NY 55% 49%
CT 66% 58% NC 58% 49%
DE 63% 56% ND 68% 59%
FL 46% 38% OH 65% 55%
GA 53% 45% OK 60% 50%
HI 59% 52% OR 64% 55%
ID 58% 49% PA 65% 56%
IL 62% 53% RI 64% 56%
IN 63% 57% SC 57% 48%
1A 68% 59% SD 67% 56%
KS 66% 56% TN 59% 49%
KY 59% 51% TX 50% 42%
LA 53% 44% uT 59% 50%
ME 67% 56% VT 66% 56%
MD 60% 51% VA 63% 55%
MA 61% 55% WA 67% 56%
MI 62% 53% wv 62% 53%
MN 69% 61% wi 70% 61%
MS 55% 47% wYy 63% 53%

MO 64% 55%

© 2016 The Pew Charitable Trusts
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Retirement Plan Access and Participation by Region

Northeast 59% 52%
Midwest 65% 56%
South 54% 46%
West 55% 47%

© 2016 The Pew Charitable Trusts
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Retirement Plan Access and Participation for Part-Time Workers

State

50 States
(excluding DC)

AL

AK

AZ

AR

CA

co

cT

DE

FL

GA

HI

KS

KY

LA

ME

MD

MA

Mi

MN

MS

MO

Access

33%

32%

33%

27%

28%

28%

36%

40%

35%

26%

34%

29%

31%

36%

33%

38%

42%

33%

26%

40%

34%

35%

36%

45%

27%

36%

Participation

18%

17%

21%

17%

12%

16%

22%

23%

18%

13%

15%

18%

18%

19%

19%

19%

19%

18%

13%

23%

16%

21%

19%

27%

13%

21%

MT
NE
NV
NH
NJ
NM
NY
NC
ND
OH
OK
OR
PA
RI
SC
SD
TN
X
uT
VT
VA
WA
WV
Wi

wy

37%

35%

33%

39%

31%

24%

31%

30%

47%

4%

36%

40%

39%

38%

30%

45%

32%

25%

33%

39%

39%

4%

31%

41%

28%

© 2016 The Pew Charitable Trusts

16%

18%

16%

22%

16%

13%

16%

14%

24%

20%

15%

26%

22%

22%

16%

22%

14%

12%

16%

22%

19%

22%

17%

25%

14%
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Appendix B: Retirement plan access and participation by
included characteristics

Retirement Plan Access and Participation by Employer Size

<10 employees 22% 19%
10-49 employees 37% 31%
50-99 employees 52% 43%
100-499 employees 63% 53%
500+ employees 74% 64%

© 2016 The Pew Charitable Trusts

Retirement Plan Access and Participation by Industry

Construction 40% 34%
Manufacturing 69% 61%
Wholesale and retail trade 56% 46%
Financial activities 68% 62%
Professional and business 56% 48%
Educational and health services 64% 55%
Leisure and hospitality 34% 23%
Transportation and utilities 61% 54%
Other industries 50% 43%

© 2016 The Pew Charitable Trusts
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Retirement Plan Access and Participation by

Wage and Salary Income
e
< $25,000 32% 20%
$25,000-$49,999 56% 47%
$50,000-$99,999 71% 65%
$100,000+ 75% 72%

© 2016 The Pew Charitable Trusts

Retirement Plan Access and Participation by Age

18-29 47% 34%
30-44 58% 49%
45-64 63% 57%

© 2016 The Pew Charitable Trusts

Retirement Plan Access and Participation by Education

Less than high school 29% 21%
High school diploma or equivalent 51% 42%
Some college or associate's degree 59% 50%
Bachelor's degree or higher 69% 62%

© 2016 The Pew Charitable Trusts
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Retirement Plan Access and Participation by Race and Ethnicity

Access Participation

White non-Hispanic 63% 55%
Black non-Hispanic 56% 45%
Asian non-Hispanic 55% 48%
Other non-Hispanic 59% 48%
Hispanic 38% 30%

© 2016 The Pew Charitable Trusts
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Appendix C: Retirement plan access and
participation by gender

Men 57% 49%

Women 58% 49%

© 2016 The Pew Charitable Trusts

Men and women had comparable rates of retirement plan access and participation. However, the similarities
reflect the specific analysis group. This report focuses on full-time, full-year private-sector wage and salary
workers. When male and female private-sector wage and salary workers are examined overall, slightly different
patterns would appear. One factor is the higher share of women who work part time. The Bureau of Labor
Statistics finds that among employed women, 26.5 percent reported usually working part time, around twice the
rate for men.”®

The IPUMS CPS file shows similar numbers. In the full five-year data set, about 29 percent of employed women
reported working part time, while 15 percent of employed men reported working part time. Our focus on full-
time workers reduced the share of women from 51 percent in the full file to 43 percent in the restricted analysis
sample.
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Appendix D: Population estimates by state

Estimated Full-Time, Full-Year Private-Sector Wage and Salary
Worker Ages 18-64 Population Size in Each State Without Access
to an Employer-Based Retirement Plan, Based on the Pooled
[PUMS CPS

State Number without access “
, exi?uﬁﬁtg%o 30,000,000 MT 70,000

AL 400,000 NE 100,000
AK 50,000 NV 300,000
AZ 700,000 NH 100,000
AR 300,000 NJ 1,000,000
CA 4,000,000 NM 100,000
co 400,000 NY 2,000,000
cT 300,000 NC 800,000
DE 80,000 ND 50,000
FL 2,000,000 OH 900,000
GA 1,000,000 oK 300,000
HI 100,000 OR 200,000
ID 100,000 PA 1,000,000
IL 1,000,000 RI 80,000
IN 500,000 sc 400,000
1A 200,000 SD 60,000
KS 200,000 ™ 600,000
KY 400,000 T 3,000,000
LA 400,000 uT 200,000
ME 100,000 vT 50,000
MD 500,000 VA 700,000
MA 600,000 WA 500,000
M 800,000 wv 100,000
MN 400,000 wi 400,000
MS 200,000 wy 40,000
MO 500,000

Note: All population estimates are rounded down.

© 2016 The Pew Charitable Trusts
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