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t h e scoop
Improving Financial and Retirement Security
Understanding the differences in financial perspectives and retirement security among racial and ethnic 
groups can help employers and retirement plan sponsors identify strategies to reduce disparities and improve 
benefit programs. In their article “Differences in Financial Perspectives and Retirement Security by Racial and 
Ethnic Groups,” authors Anna M. Rappaport and Alan Newsome review recent Society of Actuaries (SOA) 
research on this topic. Below are some highlights from the research as well as suggested strategies.

Financial Wellness 
• Partner with financial institutions to support employee 

emergency funds.

• Establish programs to assist employees with debt  
counseling as well as debt reduction, management  
and consolidation.

• Offer education, tools and support on topics including  
financial planning, budgeting and investing.

• Consider student loan payment matching programs.

Earnings and Employment Stability
• Pay a living wage.

• Provide paid time off.

• Examine and address pay disparities.

• Stabilize scheduling for part-time workers.

• Ensure or provide access to quality day care  
for employees with children.

Retirement Readiness
• Small employers should consider pooled employer plans.

• If a defined contribution (DC) plan is offered, allow all 
employees to participate.

• Contribute to employer-sponsored retirement plans  
without requiring employee contributions.

• Offer 100% and immediate investing of employer  
contributions.

Diversity, Equity and Inclusion
• Make long-term investments in the community.

• Expand recruiting efforts to include  
sources with diverse candidates.

• Monitor and correct compensation 
disparities beyond only wages.

• Become an ally to employees  
and learn about their  
experiences and concerns.

Financial Confidence  and Retirement Perceptions

Employer and Plan Sponsor Strategies

Black/African- 
American

Hispanic/
Latino 

Asian-  
American

Confident making financial decisions 54% 50% 54%

Retirement planning is on track 50% 43% 58%

Retirement planning is not on track 27% 30% 16%
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d i v e r s i t y ,  e q u i t y  a n d  i n c l u s i o n

Differences in Financial 
Perspectives and Retirement 
Security by Racial and  
Ethnic Groups 
by Anna M. Rappaport | Anna Rappaport Consulting  
and Alan Newsome | MassMutual

The Society of Actuaries (SOA) has been researching 
postretirement issues for more than 20 years and, 
more recently, has studied financial attitudes and per-

spectives across the generations.1 In 2021 for the first time, 
SOA conducted two consumer studies that included data on 
race and ethnicity.2

While it has been established that there are significant 
differences in responses when respondents are grouped by 
economic status (either income or assets), it is also clear 
that there are significant differences on some issues by 
race and ethnicity. Information from the SOA essays and 
other sources are used to supplement the SOA consumer 
research.

The goals of this article include helping benefit plan spon-
sors, advisors and employers understand the differences and 
identify strategies to help reduce disparities and improve 
benefit programs and their outcomes. The roles that employ-
ers play in retirement are instrumental in employees’ ability 
to secure their future retirement and include offering bene-
fits, communicating about their benefit plans and even help-
ing employees manage their own finances through financial 
wellness programs. Since there is also a significant popula-

tion without access to employer-sponsored retirement plans, 
suggestions for improving retirement security for these 
Americans are also addressed.

U.S. Retirement System 
Retirement financing in the United States consists of a 

combination of Social Security, Medicare, additional govern-

A T  A  G L A N C E

• Society of Actuaries (SOA) consumer research surveys and 
other research demonstrate significant differences in financial 
perspectives and retirement security by race and ethnicity.

• Plan sponsors, advisors and employers need to understand the 
differences in financial perspectives and retirement security by 
racial and ethnic groups and identify strategies to help reduce 
disparities and improve benefit programs and their outcomes. 

• Human resources and employee benefit strategies—as well as 
bigger picture organizational strategies that support human re-
source strategies—can improve retirement security for these 
Americans, while other solutions can benefit individuals with-
out access to employer-sponsored retirement plans.
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ment benefits to people in the lowest economic status based 
on need, employer-provided benefits, defined benefit (DB) 
and defined contribution (DC) plans, and personal savings 
or assets. Individuals may look to the following:

• Social Security covers nearly all of the employed popu-
lation. Benefits depend on length of service and earn-
ings history, are calculated to provide a larger percent-
age benefit for lower earnings amounts and include 
spousal, family and disability benefits.

• Public sector employees frequently have DB plans, but 
many of these plans require considerable employee 
contributions and may not offer significant employer-
provided benefits for shorter periods of service.

• Many retirees own their homes where the value of the 
home may exceed their mortgage or other financial as-
sets, which may provide opportunities to access home 
equity for living expenses. 

• Members of the military with career service receive re-
tirement benefits and can start an additional career 
after leaving the military.

• About half of workers are currently covered by em-
ployer-sponsored benefits. Part-time workers and em-
ployees of small employers are less likely to be offered 
employer-provided benefits (which vary greatly by in-
dustry). 

• Few private sector employers are offering DB plans to 
new employees today, and most that offer employer 
retirement benefits are offering DC plans. Most em-
ployers that offer retirement benefits allow for direct 
employee contributions. Some include an employer 
match of employee contributions (up to a set limit), 
and others provide nonelective contributions to all 
employees independent of employee contributions. 
These plans often include a vesting schedule to re-
ceive full benefits when individuals terminate em-
ployment.

• Under the Setting Every Community Up for Retire-
ment Enhancement (SECURE) Act (passed in 2019), 
financial service companies can establish pooled em-
ployer plans (PEPs), and employers can join these 
plans without most of the obligations of plan spon-
sorship.

• All Americans can save in individual retirement ac-
counts (IRAs) regardless of whether they are partici-
pating in an employer plan, but relatively few make 
this choice.

• Some states have mandatory plans for employers that 
do not sponsor their own plans.

Personal decisions are increasingly important in retire-
ment outcomes because they include decisions on how to 
save, how much to save, where to invest funds, when to retire 
and how to use accumulated benefits to support life during 
retirement. These decisions are often complex, and many 
people in the U.S. lack the financial literacy and the knowl-
edge to make them. 

Consequently, many people are not adequately pre-
pared for retirement, but there is a range of viewpoints 
on the size of the problem. The SOA report Retirement 
Adequacy in the United States: Should We Be Concerned?3 
reviews a number of studies and explains the differences. 
This study did not explore issues related to race and eth-
nicity, but other research supports the conclusion that it 
is very likely that Black/African-American and Hispanic/
Latino families disproportionately have inadequate ben-
efits. The causes and potential solutions for this are topics 
for future research.

Racial and Ethnic Disparities
This article supports the overwhelming evidence of dif-

ference in outcomes (and starting points) across race/eth-
nicity that cannot merely be solved by better personal de-
cision making. While this study doesn’t address the causes 
of these inequalities, there is considerable research pointing 
to historical and ongoing systemic racism. Systemic racism 
has led to unequal education, wages, homeownership, home 
value appreciation, area of residency, employment status, 
treatment by the criminal justice system, morbidity, life ex-
pectancy, maternity rates, access to credit/financing, access 
to employer retirement plans, likelihood and size of inheri-
tance, and so much more. All of these have led to lower earn-
ings, assets and opportunities for Black/African-American 
and Hispanic/Latino families. This article is about retire-
ment plans and individual financial well-being, but the role 
of systemic racism in perpetuating unequal opportunity and 
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outcomes related to financial security and retirement cannot 
be ignored.4, 5

Racial and ethnic groups display significant differences in 
wealth and retirement preparation. The 2019 Survey of Con-
sumer Finances (SCF) discovered large disparities in wealth 
between white, Black/African-American and Hispanic/La-
tino families.6, 7 The survey showed that white families had 
the highest level of both median and mean family wealth: 
$188,200 and $983,400, respectively. Black/African-Amer-
ican and Hispanic/Latino families had considerably less 
wealth than white families. Black/African-American fami-
lies’ median and mean wealth was less than 15% that of white 
families, at $24,100 and $142,500, respectively. Hispanic/
Latino families’ median and mean wealth was $36,100 and 
$165,500, respectively. Specifically related to retirement ben-
efits and wealth, the analysis showed that wealth disparities 
exist throughout the life cycle:

• White families were much more likely to be homeown-
ers at different points in the life cycle, and this is directly 
linked to “lasting effects of residential segregation.”

• White families were more likely to have IRA and DC 
plan balances than Black/African-American and His-
panic/Latino families, but part of this is explained by 

the higher access to employer retirement plans by 
white families. 

• White families were much more likely to have received 
an inheritance and other family support than Black/
African-American and Hispanic/Latino families.

The essay “Inequalities in Retirement Security: Unique 
Challenges for African American Households”8 provides ad-
ditional insights into retirement challenges for Black/African-
American families. They point to several factors that create 
challenges for retirement security, including the following.

• Black/African-American families rely more heavily on 
Social Security because they are less likely to have ad-
ditional benefits beyond Social Security.

• Fewer have access to an employer-sponsored DC plan.
• Of those who have access to an employer-sponsored 

plan, fewer save in the plans.
In his testimony to the 2021 ERISA Advisory Council, 

Norman Stein, a pension and benefits expert, provides fur-
ther insight on barriers for lower and middle-income fami-
lies saving in employer plans. There is a 10% tax penalty if 
funds are needed and withdrawn preretirement. This can 
serve to discourage families without other sources of saving 
to rely on for needs earlier in life from saving in 401(k) plans. 

T A B L E

Economic Status of SOA Generations Survey Respondents 

All  
Respondents

Black/ 
African-American

Asian- 
American

Hispanic/ 
Latino

Value of Savings  
and Investments

<$100,000: 47%

$100,000+: 44%

<$100,000: 66%

$100,000+: 24%

<$100,000: 42%

$100,000+: 52%

<$100,000: 62%

$100,000+: 30%

Household Income 
(2020)

<$50,000: 29%

$50,000–$99,999: 30%

$100,000+: 42%

<$50,000: 43%

$50,000–$99,999: 30%

$100,000+: 28%

<$50,000: 19%

$50,000–$99,999: 26%

$100,000+: 55%

<$50,000: 35%

$50,000–$99,999: 34%

$100,000+: 32%

Homeownership 72% 49% 72% 55%

College+ Education 42% 32% 69% 27%

Note: Values do not total 100% due to a “prefer not to answer” option and rounding.
Source: Financial Perspectives on Aging and Retirement Across Generations, Society of Actuaries, 2021.
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The testimony views this tax as inappropriate for these fami-
lies since many were not paying tax when contributions were 
made, and there was little tax deferral. In his testimony, Stein 
proposes that the tax only apply over a certain income level, 
such as $200,000 per year. Others have proposed that 401(k) 
plans should become more like lifetime savings accounts. 
That would probably serve to make the plans more attractive 
to the financially fragile, but it may not enhance retirement 
security if funds are withdrawn and not redeposited.

The 2021 Generations survey included an emphasis on ra-
cial and ethnic differences via an oversample for three racial 
and ethnic groups. A special report, Financial Perspectives on 
Aging and Retirement Across the Generations: Report on Race 
and Ethnicity,9 provides information from the 2021 Genera-
tions survey on racial and ethnic disparities. Further research 
using the survey data shows that there are large differences 
in financial fragility and the financial impact of COVID-19 
by race. 

Other research also shows large differences in infection 
rates and deaths from the pandemic by race and ethnicity. A 
major contributor to the disparities is the difference in em-
ployment patterns by race and ethnicity, with heavier repre-
sentation of racial and ethnic groups in essential occupations 
where it is not possible to work remotely. These disparities 
are important in understanding the overall impact of the 
pandemic on different subpopulations, including impacts on 
financial outcomes and retirement readiness. 

The 2021 Generations survey shows differences in eco-
nomic status, education and homeownership when separat-
ed by race and ethnicity. The economic status of the Asian- 
American respondents is better than average, while it is the 
opposite for Black/African-American and Hispanic/Latino 
respondents (Table). 

Findings From the 2021 Generations Survey
The 2021 Generations survey follows up the 2018 Genera-

tions survey; both cover a wide variety of topics. 

COVID-19 Impact
The pandemic was a major topic in the survey, and its im-

pact has been uneven. More than half (57%) of Hispanic/La-
tino respondents reported that the pandemic had an overall 

negative effect on their finances, and almost half experienced 
a job loss or pay decrease. This contrasts with the experiences 
of Black/African-American and overall respondents. Thirty-
seven percent of Black/African-American respondents, 35% 
of Asian-American respondents and 36% of the overall re-
spondents said the pandemic had an overall negative effect 
on them, and 35% of Black/African-American respondents, 
28% of Asian-American respondents and 28% of all respon-
dents reported a job loss or pay decrease. 

Overall Financial Well-Being
Asian-American respondents, who are more likely to have 

higher income and savings, are most likely to plan financially 
for more than a year out and to say their top financial priority 
is saving for retirement. Black/African-American and His-
panic/Latino respondents most often say being able to afford 
everyday bills is their main priority. 

Financial Fragility10

In 2021, 24% of the overall group had high financial fra-
gility, 31% moderate financial fragility and 45% low financial 
fragility. Fragility increased between 2018 and 2021. As in 
the prior study, Millennials had the highest financial fragil-
ity, and the older generations were found to be more secure 
and stable. Asian-American respondents are less fragile than 
the overall group and have the best results among race and 
ethnic groups, with 16% having high financial fragility, 31% 
moderate fragility and 53% low financial fragility. Hispanic/
Latino respondents have the highest financial fragility, with 
31% showing high fragility, 32% moderate fragility and 37% 
low fragility (which likely relates to the largest negative im-
pact in the pandemic). Black/African-American respondents 
are next, with 20% showing high financial fragility, 41% 
moderate financial fragility and 39% low financial fragility. 

Expected Retirement Age
The COVID-19 pandemic has prompted three in ten 

Black/African-American and almost four in ten Asian-
American and Hispanic/Latino respondents to change or 
consider changing when they will retire. Two-thirds of 
Black/African-American and Hispanic/Latino respondents 
and 61% of Asian-American respondents report that if they 
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are changing or considering changing their plans because of 
the pandemic, they are planning on retiring later than origi-
nally planned.

Concerns About Retirement Risks
In all groups, younger respondents were more concerned 

than older respondents. Overall, Hispanic/Latino respon-
dents report the highest levels of retirement-related concern, 
mostly worrying about not having enough money to pay for 
adequate health care, not being able to manage their financ-
es, not being able to maintain their standard of living and the 
possibility that the value of their savings/investments won’t 
keep up with inflation. 

Climate Change and Retirement
In general, younger respondents are more concerned 

about the effects of climate change on their retirement, but 
concern is highest among Black/African-American and His-
panic/Latino Millennials and Gen Xers. Overall, concerns 
about the effect of climate change threatening retirement se-
curity are highest among Hispanic/Latino respondents.

Family Support and Assistance
An often unrecognized part of retirement security is the 

financial support family members provide for each other. 
All of the studied race and ethnicity groups reported higher 
levels of giving or receiving financial support, where 48% 
of Hispanic/Latino, 40% of Black/African-American and a 
third of Asian-American respondents provided financial 
support to their family within the last year. Among respon-
dents with adult children, 44% of Hispanic/Latino respon-
dents and about three in ten Black/African-American and 
Asian-American respondents report feeling increased con-
cern for their children’s finances because of the pandemic. 
Similarly, 42% of Hispanic/Latino respondents report feeling 
more concerned that their parents might need financial help 
due to the pandemic; 20% of Black/African-American re-
spondents and 28% of Asian-American respondents express 
the same concerns.

Black/African-American, Hispanic/Latino and Asian-
American respondents are more likely than the overall popu-
lation to both provide and receive financial support, but they 

also say receiving this support is less critical than the overall 
population. For Black/African-American respondents, the 
support is comparatively higher from the older generations 
to the younger while it’s the opposite for Asian-American 
and Hispanic/Latino respondents. 

As part of the analysis, the research team identified top 
findings for Black/African-American, Asian-American and 
Hispanic/Latino respondents. These findings are presented 
below.

Top Findings—Black/African-American Respondents

Financial Confidence and Priorities
• On average, Black/African-American respondents say 

they have many competing priorities when it comes to 
their finances. Affording everyday bills and building 
an emergency fund are mentioned most often as top 
priorities. Debt is complicating the finances of 28% of 
these respondents.

• 54% say they are confident in making financial decisions.
• Less than a quarter consider themselves investment 

pros while most in all age groups do not consider 
themselves investment pros. 

• Two in ten worked with a financial professional in 2020, 
lower than the other groups. Also, Millennials, Gen Xers 
and late Boomers are all more likely to work with a fi-
nancial professional than the Silent generation.

Homeownership
• About half of Black/African-American respondents 

own their home. 
• Most commonly, they live with their spouse or children.

Impact of the Pandemic
• 37% report a negative financial impact, and 13% report 

a positive financial impact.
• One-third experienced a job loss or pay decrease be-

cause of the pandemic.
• Half are concerned about the impact of the pandemic 

on their retirement savings.
• About three in ten report increased concern for their 

children’s or parents’ finances because of the pandemic. 
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Retirement Perceptions
• Half of Black/African-American respondents think 

they are on track in planning for a financially secure 
retirement; 27% disagree. 

• 27% used their best guess or gut feeling to determine 
whether they were on track.

• The pandemic has caused 30% to change or consider 
changing when they will retire, with most delaying re-
tirement.

• Black/African-American respondents are least likely to 
think many aspects of climate change will affect their 
retirement.

Top Findings—Hispanic/Latino Respondents

Financial Confidence and Priorities
• Hispanic/Latino respondents are more likely than the 

other groups to feel overwhelmed, depressed, upset or 
confused when reviewing their financial situation.

• On average, these respondents say they have many 
competing priorities, with affording everyday bills 
leading the way.

• 30% can only plan paycheck to paycheck.
• Debt is an issue for 43%, who say their debt level is 

complicating their ability to manage their finances.
• Under a quarter consider themselves investment pros, 

and half say they are confident in making financial de-
cisions.

Impact of the Pandemic
• The pandemic has had a negative financial impact on 

57% of Hispanic/Latino respondents, higher than the 
other groups.

• 45% experienced job loss or pay decreases as a result of 
the pandemic.

• Hispanic/Latino respondents are more likely to say the 
pandemic affected their overall feeling of well-being 
and caused them to make short-term goals a bigger 
priority than longer term goals.

• 44% report increased concern for their children’s fi-
nances due to COVID-19; 42% say the same about 
their parents.

• Over half have felt lonely or isolated during the pan-
demic.

Retirement Planning and Perceptions
• 43% of Hispanic/Latino respondents think they are on 

track in planning for a financially secure retirement; 
30% disagree. 

• A quarter used their best guess or gut feeling to deter-
mine if they were on track.

• Across all retirement risks, Hispanic/Latino respon-
dents report the highest levels of concern, including on 
climate change impacts.

Homeownership and Living Arrangements
• 55% of Hispanic/Latino respondents own their home. 
• Six in ten live with three or more people, most com-

monly their spouse or children.
• A third experienced some housing change due to the 

pandemic; 11% had a family member move in with them.

Top Findings—Asian-American Respondents

Financial Confidence and Priorities
• 54% are confident making financial decisions.
• Two-thirds say their finances are under control; just 

15% disagree.
• These respondents are most likely to plan financially 

for more than a year out.
• Two-thirds say saving for retirement is a top financial 

priority.
• These respondents are more likely to have been 

stressed by the market volatility in 2020.
• Compared with other respondents, only one-tenth of 

Asian-American respondents report not being sure if 
they could cover an unexpected $10,000 expense.

• While higher than other groups, just 29% of respon-
dents say they are investment pros.

Impact of the Pandemic
• The pandemic has had a negative impact financially on 

35% of Asian-American respondents. However, 12% 
report a positive financial impact.
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• One-quarter experienced job loss or pay decreases be-
cause of the pandemic, the lowest among the groups. 
In fact, 17% of Millennials saw their pay increase.

• While 44% reduced their spending because of the pan-
demic, 40% made no financial changes.

• About three in ten report increased concern for their 
children’s finances because of the pandemic; 28% say 
the same about their parents.

Retirement Planning
• 58% of Asian-American respondents think they are on 

track in planning for a financially secure retirement, 
while 16% disagree. 

• The pandemic has caused 38% to change or consider 
changing when they will retire, with most delaying re-
tirement.

• Four in ten are concerned about climate change threat-
ening their financial security in retirement.

Homeownership
• Almost three-quarters own their home, a higher per-

centage than Black/African-American, Hispanic/La-
tino and the general population of respondents.

• Few (16%) reported a housing change due to the  
COVID-19 pandemic.

Moving Forward
The SOA 2021 Generations research documents the dif-

ferences in financial perspectives and preparedness across 
the race and ethnic groups. However, SOA research does not 
specifically address broader societal issues (e.g., racism, sex-
ism, retirement systems issues, etc.) that may also be major 
contributors to retirement disparities. Effective solutions to re-
tirement and other financial security disparities may therefore 
depend on society dealing with some of these broader issues. 

Addressing Societal Causes of Disparity
The SOA research did not focus on remedies for these 

societal issues. However, Jamal Rashid Watkins of the Na-
tional Association for the Advancement of Colored People 
(NAACP), in recent testimony to the Employee Retirement 
Income Security Act of 1974 (ERISA) Advisory Council, 

offered a broad eleven-point outline of ways to improve the 
current situation.11 The NAACP proposals address Black/
African-American households specifically. However, pro-
posals to address societal issues should be extended to all 
Americans. 

Following are human resources and employee benefit 
strategies as well as bigger picture organizational strategies 
that support human resource strategies.

Start With the Basics: Different Human Resource 
Strategies for Different Groups

Because every workforce is different, the paths to address-
ing diversity depend on analyzing a company’s workforce to 
identify the different subgroups, their needs, priorities and 
specific issues as well as the actions and messages that reso-
nate with them. While workforce issues need to be matched 
to the company’s business requirements, employer strategies 
should address employees based on their current situation. 
Employee groupings may be based on level of financial sta-
bility, generation or both. 

The SOA Generations research has defined financial fra-
gility and grouped individuals by three levels of financial fra-
gility. The survey methodology breaks the overall population 
into three groups: high fragility or “financially fragile,” low 
fragility or “economically secure,” and “middle income.” The 
2021 survey and a plethora of research by SOA and others 
tell very different stories for each group. Saving for retire-
ment is a long-term proposition, and it is usually not part of 
the regular agenda of people who are struggling to manage 
month to month. 

The financially fragile generally have low incomes. Many 
have crippling, high-cost debt; practically no savings; and, 
in some cases, food and or/housing insecurity. Because day-
to-day survival requires significant effort, retirement plan-
ning is a low priority and considered a future priority. The 
financially fragile group amounted to 24% of the overall 2021 
Generations survey group, up from 21% in 2018. This com-
pares with a Pew Research grouping showing 29% of people 
in the U.S. in the low-income tier in 2018. 

In contrast, the economically secure have higher incomes, 
own homes and have amassed significant financial assets. 
While these individuals still have some areas to improve in 
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retirement planning, they are highly likely to be able to retire 
comfortably. This group was represented by 45% of the over-
all survey group in 2021, down from 51% in 2018. This com-
pares with a Pew Research grouping showing 19% of people 
in the U.S. in the upper-income tier in 2018.12 

The final group, designated “middle income,” is gener-
ally not saving enough for retirement. Compared with the 
financially fragile, however, this group may have advantages 
in both resources and access to savings opportunities. These 
advantages may enable them to capitalize on opportunities 
to personally improve their retirement prospects and overall 
financial security. This group represented 31% of the overall 
survey group in 2021, up from 28% in 2018. This compares 
with Pew Research grouping showing 52% of Americans in 
the middle-income tier in 2018.

The race/ethnicity results of the Generations survey in-
dicate that Black/African-American and Hispanic/Latino 
respondents are more likely to be financially fragile and 
have more challenges than the overall population. Employer 
strategies to address retirement security must consider the 
financially fragile and also the interconnectedness of race/
ethnicity. 

Employer Ideas to Improve Retirement Readiness
Employers should have a robust financial wellness pro-

gram since families focus on short-term finances before 
addressing retirement. This is particularly important in ad-
dressing immediate issues for the financially fragile, which 
are often not addressed by traditional benefits. Actions to 
consider include the following.

• Partner with financial institutions to support employee 
emergency funds, including offering matching contri-
butions or an employer seed contribution to an emer-
gency fund. This is a critical foundation in dealing 
with immediate issues and for establishing a founda-
tion for retirement savings. 

• Establish programs that can confidentially assist em-
ployees with debt counseling, debt reduction, manage-
ment and consolidation.

• Analyze employee credit needs and help facilitate a 
small loan employee lending program (such as income 
advance loans)13 with reasonable interest charges.

• Offer education, tools and support on topics like fi-
nancial planning, budgeting and investing.

• Consider student loan payment matching programs.
Employers also need to provide earnings and employ-

ment stability since these are critical to enabling retirement 
savings. Ideas to consider include:

• Paying a living wage. Start with paying higher wages to 
very low-income workers.

• Providing paid time off to support managing personal 
finances, family needs and stable employment

• Examining and addressing pay disparity between the 
highest and lowest paid workers for reasonableness 
and equity

• Stabilizing employment scheduling for part-time 
workers

• Ensuring or providing access to quality day care for 
employees with children.

To specifically support retirement readiness, all employ-
ees, but particularly those with lower incomes and more fi-
nancial fragility, need access to one or more of a variety of 
retirement plans. 

• Small employers without plans should consider pooled 
employer plans (PEPs) since they are cost-effective and 
simpler to operate.

• Employers with DC retirement plans should allow all 
employees to participate (including a broader defini-
tion of part-time workers who could be eligible for the 
retirement programs). 

• Employers should contribute to employer-sponsored 
retirement programs automatically without requiring 
employee contributions.

• Employer contributions should be 100% vested imme-
diately.

Finally, employers must consider the specific needs of di-
verse employees and take the following actions.

• Make long-term investments in their communities. 
This includes participation in appropriate community 
nonprofit organizations and working with public 
schools to support financial education, career oppor-
tunities, etc.

• Expand recruiting efforts to include sources with di-
verse candidates and appropriately capture skill sets 
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from experiences that may be nontraditional. For ex-
ample, an entry-level candidate that managed a course 
load to graduate in four years while working 30 hours 
a week shouldn’t automatically be ranked below an-
other candidate with an identical grade point average 
plus internship experience.

• Monitor and correct compensation disparities beyond 
only wages. If a subset of employees isn’t using a par-
ticular benefit, find out why and perhaps add a benefit 
they prefer as an alternative.

• Become an ally to employees and learn about their ex-
periences and concerns—and pair them with advisors 
who are also allies. Lack of trust is part of the reason 
there is less use of financial services by diverse em-
ployees. 

While addressing these recommendations, employers 
must communicate effectively, creatively and empathetically 
since different messaging and images resonate with different 
populations. Employers should identify the subpopulations 
in their workforce and the corresponding messaging strategy 
that is most effective. They should target communications 
based on plan participant behavior and their financial priori-
ties and confidence.

Solutions for Individuals Without Access 
to Employer-Sponsored Retirement Programs

While most Americans have access to IRAs, most people 
are much more likely to save for retirement if they have ac-
cess to payroll deduction as an arrangement at their worksite. 
Since the vast majority of individuals do not take advantage 
of IRAs when they need to personally open them, a recom-
mendation is to mandate that employers that do not offer an-
other retirement plan offer a payroll deduction IRA so that 
employees can enroll for retirement savings at their jobsites. 
Several states have implemented such mandates.

Additional solutions that benefit individuals without ac-
cess to employer-sponsored retirement plans include:

• Improving minimum Social Security benefits (or So-
cial Security Supplemental Income (SSI) benefits). 
Many of the people without employer plans are low 
paid, and this specifically addresses the needs of very 
low-paid individuals.

• Improving Social Security benefits for a broader group. 
Because the system is currently out of balance financially 
and the scheduled taxes are not sufficient to pay benefits 
in the long run, any improvements will likely require 
higher taxes than are required by the current law.

• Supporting development and implementation of ad-
ditional state plans. These programs are generally 
mandated and require employers that do not offer 
another plan to offer a payroll deduction–supported 
retirement savings opportunity in a state-sponsored 
pooled plan. Designs differ, but these are quite like 
mandated IRAs.

• Encouraging lower income individuals to save in IRAs 
with tax credits that effectively match individual con-
tributions to an IRA up to a set limit. 

The Business Community’s Role
The business community can take a variety of roles in ad-

Caution Is Needed in Structuring  
Community Outreach Programs
A 2020 article in The New York Times* points out that philan-
thropic giving by foundations, even when it is color blind, often 
has the result of giving much less to racial and ethnic minority-
focused programs. The article and the study it cites point out 
that this is linked to the staffing of the foundations and the pro-
cesses used to establish community connections and make de-
cisions. Some of the factors highlighted include the following.
•  92% of foundation presidents and 83% of full-time staff 

members are white, and three-quarters of white people have 
entirely white social networks.

•  Funders need to establish rapport with the recipients they 
are funding, which is more difficult when they do not have 
common experiences.

•  Measurement reports and statistics required can be costly 
and time-consuming for small nonprofits to produce. 

It is important to set up these programs so that they actually 
reach the target communities.

 *“Philanthropy, Race is Still a Factor in Who Gets What, Study 
Shows.” The New York Times, www.nytimes.com/2020/05/01 
/your-money/philanthropy-race.html.
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dressing broad societal issues. While these are not directly 
related to retirement security, they offer messages to the com-
munity and all employees to set the stage for specifically ad-
dressing financial and retirement security issues. The follow-
ing areas are specifically suggested for business consideration.

• In their public policy and lobbying programs, support 
legislation to promote equality.

• In their community outreach programs, support diverse 
groups that have experienced discrimination and in-
equality and their lasting effects. Find community orga-
nizations that are run by the community they wish to 
serve and support them with unrestricted funding. See 
the sidebar “Caution Is Needed in Structuring Commu-
nity Outreach Programs” for more information.

• When contracting for outside services, consider set-
ting a minority business contracting goal and using 
minority subcontractors in larger contracts.

• Housing is an important part of wealth accumulation. 
Support fair housing policy and assist minority groups 
who have been discriminated against and lower income 
employees in securing financing for buying houses. 

• Support quality day care at reasonable cost in the com-
munities where the business operates. 

Areas for Future Research
Research from SOA and others documents the existence and 

size of disparities in retirement and financial security but does 
not explain the causes for such disparities. Identifying the mul-
tiple causes and how they contribute to the disparities may be 
helpful in finding effective solutions. Exploration of this issue, 
including root causes, should be an area for further research.

The solutions that can address these issues are different 
depending on the level of financial fragility and whether in-
dividuals have access to and participate in employer plans. Ex-
ploration of solutions for each subgroup and the measurement 
of solutions tried is an additional area for further research.

There are barriers to full participation in some types of 
financial arrangements and to the use of financial institu-
tions by some groups (where examples include inadequate 
resources and lack of trust). Areas for future research include 
understanding the barriers by subgroup and exploring cor-
rective actions. 
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