

Over the last 40 years, American households have not made progress toward improving retirement security prospects. Even though household 401(k) and IRA retirement account assets reached a combined record high of $11.3 trillion
 at the end of 2013, the Federal Reserve Board’s Survey of Consumer Finances tell us that  the median retirement account balance, counting all households, was at zero in 2013.  This means that the typical American household right in the middle had no savings in a 401(k) or IRA. The national data also reveal that:  
· The share of households with assets in retirement accounts dropped slightly, from 50.4 percent in 2010 to 49.2 percent in 2013, and farther away from the peaks of 2001 and 2007. 
· Among working-age households (age 25-64), the median retirement account balance dropped from $3,000 in 2010 to $2,500.
  

· Account balances rose only minimally during the same period for the near-retirement age bracket, 55-64, from $12,000 to $14,500.
  But this remains a trivial amount compared to retirees’ lifetime income needs.   

Figure 1:  Household retirement account ownership is declining
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Source:  Excerpted from Federal Reserve Board 2014.

The bottom half of working families has been particularly hard hit by declining retirement security. Among “prime-age” households with heads age 35-64, only 40.2 percent of households in the bottom half of the income distribution owned a retirement account or had coverage in a DB pension in 2013.  This reflected a 20 percent decline from participation levels in 2007, caused mostly by the decline in IRAs and 401(k) ownership. 
Maryland’s next generation of retirees are facing moderate levels of financial security relative to those in other states, when it comes to their retirement. While Maryland had the 5th highest level of workplace retirement plan participation, with 52.3 percent of private sector workers participating in retirement plans, this rate fell by over 10 percent since 2000.  Also, average balance in Marylanders’ defined contribution retirement accounts is $32, 094.  
With 48 percent, of private sector workers with no retirement plan a sizeable coverage gap remains and given that the median $32,094 value in the retirement accounts of those who have them falls below one times the $47,000 median salary for Maryland workers, many residents may not have adequate resources to last for as long as they might live.    
This deficit in retirement savings is reflected in the anxiety that the American pubic has expressed in opinion polls. Six out of ten Americans are worried about not having enough money for retirement according to Gallup's annual Economy and Personal Finance poll.  Making retirement security the top financial concern.  In fact, a significant majority of Americans have reported being "very" or "moderately" worried about retirement savings every year since 2001.

With these retirement security challenges facing so many Maryland working families who want and need to have adequate resources to draw an income from when they retire, the Task Force recommends developing and making available a retirement savings plan for all Marylanders who do not have access to a retirement plan at their workplace.
We further recommend that the Maryland plan reflect the following guidelines.

1. Contributions from payroll deductions. Marylanders’ contributions should be made through workplace payroll deductions, enabling workers to pay themselves first.   Workplace retirement savings are 15 times more late to occur than those that occur outside of a payroll system.  Persons who are self-employed or unemployed should also be able to make contributions with their tax payments.
2. Automatic payroll contributions should let employees voluntary opt-out of the plan. Upon employment, employees should be automatically enrolled at a modest contribution rate and they should be notified of their right to not participate in the plan. Basic financial education about the importance of saving for retirement and its benefit should be provided.
 3. The Plan should take full advantage of the tax benefits offered to modest income workers.  Low and modest income workers often pay little in federal income taxes and also are more likely to not have a retirement plan available at work.  Therefore making contributions with after tax income will then move the tax benefit for retirement savings to the year when they draw retirement income payments which will be tax free when paid.  The plan should accept saver tax credit payments that are available under the federal tax code for workers with low and moderate incomes. 
4. Auto-escalation of contribution levels with employee control. Employees should have the opportunity to choose their initial and ongoing automatic contribution rates or rely on the default rates. The default rates for employee contributions should be automatically increased over time..
5. No required employer contribution. Employers should not be required to contribute to employee accounts. If possible, voluntary employer contribution arrangements on behalf of employees should be accepted. 
6.. Portability. . Accounts should be individual to provide portable benefits that allowg savers to maintain their accounts from one job to the next and during periods of unemployment or self-employment.  Account information should be regularly reported to each participant.
7. Pooled and professionally managed. Funds should be pooled and professionally
managed to maximize returns for participants.  Funds should have modest fees that should enble the plan to be self-sustaining and cover its startup cost over time. 
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