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Political Context: Social Security reform; Katrina; large budget deficits; low personal and national savings. 
Social Policy Trend: Greater use of individual savings account; preference for spending through tax code. 
Social Security.  Two-thirds of women over 65 have no pension other than Social Security.  Average Social Security benefit for retired female workers was $7,452 per year, just barely above official poverty level for older adults.  Regardless of one’s views of private accounts connected to Social Security, basic benefits need to be maintained and, ideally, increased.  But Social Security reform is no longer on the agenda.  www.wiser.heinz.org
Traditional or “defined benefit” pensions.  The main asset-building effort under consideration is to “shore up” the federal agency – the Pension Benefit Guarantee Corporation – that insures traditional pensions.  PBGC has a $23 billion deficit.  The Senate HELP Committee approved a raise in the premium employers must pay into PBGC from $19 to $46.75 per participant, but other DB provisions in Congress are not likely to be considered.  Only 13 percent of women 65 and older currently receive a traditional pension, and the median pension was only $3,000 per year.  www.wiser.heinz.org and www.coffi.org
Private savings – retirement and pre-retirement.  Given relatively low Social Security benefits, the large number of women who rely on Social Security in old age, and how few women receive traditional pensions, efforts to boost private saving are critical. But it is not clear when Congress will again seriously consider private saving issues. 
1.  Automatic 401(k):  Getting the defaults right.   www.retirementsecurityproject.org
	Employees
	Default: non-participation
	Default: participation

	Females
	35
	86

	Under 20K
	13
	80


* Employers can now do this voluntarily, but legislation will make it much more likely.

* 7-8 bi-partisan bills in House and Senate; provisions may get attached to a DB pensions bill – if there ever is one. 
2.  Split Refunds:  Dividing tax refunds into “money to spend” and “money to save”  
www.AssetBuilding.org and www.retirementsecurityproject.org  and www.epinet.org
* Enormous potential of tax refunds to leverage savings and assets.  LMI households received $78 billion in refunds in 2001 averaging $1,546.  EITC income for low-income, single mothers declined 1.5% per year from 2000-2002.
* Key is to enable taxpayers to automatically, on tax returns, split their refunds into “money to save” and money to spend – “split refunds.”

* Split refunds experiment: Participants (57% women, 50% African American) with mean AGI of $12,297 and refunds averaging $1,381 saved $606 – nearly half of their refunds.
* Administration has committed to putting split refunds (up to three accounts) on all tax returns for the 2006 tax filing season.  Legislation is not required, but Congress and others must keep the pressure on.
3.  Individual Development Accounts (IDA):  Helping the working poor build pre-retirement assets – a  first-home, small-business, or post-secondary education.   www.cfed.org and www.AssetBuilding.org
* CFED estimates that 500-1,000 IDA programs now exist, with 66% of participants being female.

* Experimental research with 2,400 persons show that LMI families can save and build assets.  IDAs appear to be working equally well for men and women, and the effect of financial education is strong – each additional hour of financial education is positively associated with increased saving, but only up to a point (12 hours).  We also know that low-income, single mothers’ assets are positively associated with children’s educational outcomes.
* Federal IDA program: Assets for Independence Demonstration Program: $25 million/year HHS program makes grants to community-based organizations.  Reauthorization pending, funding secure.
* Proposed “Savings for Working Families Act” –  a tax credit to financial institutions to set-up and match savings deposited in IDAs.  900,000 accounts have been consistently proposed in the President’s budget; 300,000 accounts have passed the Senate in previous years. Two IDA tax credit bills now in Congress to create 900,000 accounts: one free-standing (S. 922), and one as part of the CARE Act (S. 1780), led by Senators Santorum and Lieberman. Cost is $1.2 billion over 10 years.  Plenty of Republican support in the Senate, but not in the Ways and Means Committee.  
4.  Savers Credit:  Encouraging the working-poor to save for retirement.  
www.retirementsecurityproject.org
* 2001 tax law created a modest, non-refundable tax credit for low-income persons who save in existing retirement accounts.  Credit expires in 2006.

* Bi-partisan bills would extend the credit (Reps. Portman and Cardin; Sens. Smith and Conrad), and Portman-Cardin had also called for refundability.  Priority of Senator Max Baucus, but no Republican now favors making it refundable, which would cost $3-5 billion per year.

* Recent experimental research (by H&R Block and the Retirement Security Project) shows that higher match rates significantly raise IRA participation and contributions: 3% take-up with no match, 8% take-up with a 20% match, and 14% take-up with 50% match.  Average IRA contributions were 4 and 7 times higher than in the control group, respectively.  Effect of tax professional (i.e., financial counseling) could have been as strong as the saving match.

5.  KIDS Accounts:  Starting saving, asset-building and financial education as early as possible.
www.AspireAct.org and www.AssetBuilding.org and http://seed.cfed.org/
* Bi-partisan, bi-cameral “ASPIRE Act” proposes $500 at-birth deposit into a “KIDS Account” for each of the four million kids born in the U.S. every year, with additional deposits for low-income kids until 18, at which point the funds can be used only for post-secondary education, first-home purchase, and retirement security.  

* Already enacted in U.K. – the “Child Trust Fund”; “SEED” Initiative launched to pilot the idea in the U.S. 
* Financial education structured around an account the kid and family control, making financial edu. more “real.” 
* Lead sponsors on committees of jurisdiction; possibly action later this year.
6.  529 College Savings Plan:  State-run plans to help middle- and higher-income families save for college. 
http://gwbweb.wustl.edu/csd and www.AssetBuilding.org
* Federally sanctioned but state-administered college savings plans allow after-tax contributions but tax-free build-up and withdrawal if used for post-secondary education. $50 billion in deposits now; $300 billion expected by 2010.  * No studies on distribution of benefits, but likely of little value to low-income families.
* Progressive potential: Eight states (CO, LA, ME, MI, MN, NJ, RI, UT) offer matching deposits for LMI savers in 529s; Oklahoma will host an experiment giving 1,000 kids $1,000 in a 529 automatically at birth, who will then be compared with 1,000 kids who did not get the deposit at birth to see what difference it makes.
* Federal tax benefits set to expire in 2010.  S.1112 by Sens. Grassley and Baucus (42 co-sponsors) and H.R. 2386 by Reps. Hart and Pomeroy (107 co-sponsors) would make the federal tax benefits permanent.
7.  TANF:  From welfare to work to financial security. 
www.clasp.org  and www.AssetBuilding.org
* House Education and Workforce Committee approved H.R. 240 to reauthorize TANF; approved by Ways and Means in March.  Eleven extensions since 1996.
* To build savings and assets: asset limits reform; bank accounts for TANF recipients; flexibility of IDA uses (add cars); and possibly authorize a competitive “Savings and Ownership Fund” that states could compete for.
