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Thank you for the opportunity to present this testimony to the committee today.

T'am Rich Jones, the director of policy and research with the Bell Policy Center. The Bell is a non-partisan,
non-profit research and advocacy organization founded on progressive values and dedicated to making
Colorado a state of opportunity for all.

The Bell Policy Center strongly supports HB15-1235 to create the Colorado Retirement Security Task
Force. In our brief Retirement at Risk, we found that 765,000 private-sector workers in Colorado aged
25 to 64 do not have a retirement savings plan at work, and another 179,000 do not participate in one
that is offered, either because they are not eligible or they chose not to join. That means that only 44
percent of Colorado's private-sector workers in their prime working years participate in some form of
workplace retirement plan. It is clear from this data that far too many Coloradans lack access to a
reliable and accessible method to prepare for retirement while they are working. Workers today will
likely face significant economic challenges in retirement when the lack of access to workplace plans is
combined with the low balances held by those households that do have retirement savings accounts.

Creating the Colorado Retirement Security Task Force is an important first step in addressing this
problem. It will help us better understand the problem and draw on the knowledge and experience of
a range of experts to develop practical and workable solutions for Colorado.

In Retirement at Risk, we also found that:

* Seventy-four percent of workers who carn less than $21,000 annuaily have no workplace retirement
plan, and more than half who earn between $21,001 and $39,000 also have no workplace plan.

* Workers in small businesses are unlikely to have plans — 81 percent of workers in businesses with
10 or fewer employees do not have workplace retirement plans. In addition, more than 140,000 self-
employed Coloradans who are in unincorporated businesses have no retirement plan at work,

* More than half of workers aged 25-29 are not offered a retirement plan at work.

* Almost six out of ten Hispanics do not have a retirement plan at work, and they are also the least
likely to participate in a plan, with only about one-third signed up for plans at work.'

National studies show most people are not financially prepared for retirement

A number of national studies have pointed out that we face an impending retirement crisis as more families
are not saving enough to meet their needs in retirement. The Center for Retirement Research at Boston



College determined that half of all households are not saving enough to maintain their standard of living in
retirement. This number grows to six out of 10 for low-income working households and those aged 30-39.2

The Employee Benefits Research Institute (EBRI) finds that four out of 10 Gen Xers and Baby Boomers will
not have enough income to meet basic expenses, health insurance and long-term care needs in retirement.
They find that participation in an employer-sponsored defined-contribution plan is one of the most important
factors in ensuring workers have adequate savings in retirement.”

The National Institute on Retirement Security determined that two out of three working houscholds aged 25-
64 do not meet conservative retirement savings benchmarks for their age recommended by the financial
services industry, even counting their entire net wealth.*

Given the difficulty most people face in saving for retirement, it is no wonder that recent Gallup, Harris and
Pew polls find that retirement security is a top economic concern for large majorities of Americans.’ In
addition, a survey by the National Institute on Retirement Security found that 74 percent are concerned about
their ability to achieve a secure retirement. This poll also found that 71 percent support state actions to create
workplace retirement savings plans.®

That is why the conservative Heritage Foundation, the progressive Brookings Institution and the Center for
Retirement Research at Boston College all call for creating universal workplace IRA accounts.” These are
similar to the accounts being pursued in California, Connecticut and Iilinois. This bill directs the Retirement
Security Task Force to assess the feasibility of such an account for Colorado.

Coloradans rely heavily on Social Security for retirement income

Without adequate retirement savings, families become increasingly reliant on Social Security. However,
Social Security is designed to replace only about one-third of a worker’s income in retirement; the rest is
intended to be covered by a workplace retirement account and personal savings. Yet current middle- to
lower-income Colorado retirees making $21,757 and below depend on Social Security for 80-86 percent of
their income. With the decline in workplace retirement savings plans and lack of savings, retirees could be
even more dependent on Social Security in the future.?

When people retire without adequate savings it is likely that they will turn to government programs such as
Medicaid and SNAP (food stamps) to help make ends meet. A recent study conducted in Utah by economists
at BYU determined that if the one-third of that state’s retirees with the lowest savings could increase their
savings by just 10 percent over their working careers — or about $14,000 — it would save $194 million in
federal and state government spending over 15 years.”

Other states have taken action to address this issue

Nearly 20 states are considering legislation or have taken action to study retirement security. Some such as
Maryland, Oregon, Utah and Washington enacted study bills. Others such as California, Connecticut and
Hlincis have enacted plans to help private-sector workers save for retirement. Maryland and Oregon created
study commissions similar to that proposed in HB15-1235 and are now considering legislation to create
retirement savings accounts. .

The Bell has long advocated for studying ways to increase access to workplace retirement plans and
developing creative solutions to make them available to more Coloradans. If we want all Coloradans to
experience a financially secure retirement as a just reward for a life of hard work, we need to ensure there are
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appropriate mechanisms in place to help them invest for retirement. If we do not, we will face a retirement
crisis.

We thank Senator Steadman and Senator Todd for bringing this bill to you today and thank the committee
for the opportunity to share our thoughts with you.

If you would like more information or if I could answer any questions, please contact me at
jones@thebell.org or via telephone at 303.297.0456, ext. 244.
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