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Abstract

This study explores the challenges facing the US population regarding financial security, particularly as it relates
to retirement security. It extends the review of the literature regarding financial literacy education based on
previous literature, investigating the role of financial literacy education as it relates to managing bills on time,
budgeting techniques, and saving regularly, and investing in retirement accounts. Previous research on financial
literacy knowledge is explored. Lack of knowledge may be a reason for not following recommended practices.
Research shows that financial literacy knowledge may explain better cash-flow management, and savings and
investment behaviors. The research focuses on a number of areas in which there is a disparity among White,
Black, and Hispanics in the USA and it further investigates number of issues related to financial security related to
minorities, including household income, savings and asset allocation issues, home ownership, pension plans, and
retirement savings and retirement security issues. It presents recent information on a number of relevant financial
variables that relate to minority retirement security.

Keyword: Financial literacy, retirement insecurity, retirement accounts, home-ownership, saving barriers, financial planning,
pension plans.

Introduction

Retirement can be described as “the process that starts with planning and decision making some time before the
actual end of one’s working life”. Preparation is one of the most critical factors influencing the creation of
retirement income. Simply put, the more preparation that one puts in, the more satisfaction that is gained (Muratore
& Earl, 2010).Hewitt et al. (2010) define retirement as “the period following an individual’s complete withdrawal
from participation in the workforce”.

Retirement planning is increasingly complex, though many themes and trends can be deduced (Olsen & Whitman,
2007). Planning and making decisions for this time of life depend on a variety of factors such as pensions, savings,
disability, satisfaction with employment, and attitudes (Orel et al., 2004). Pensions are incentives provided by
employers to draw in and maintain employees. They are not required by employers but incentivize employment to
draw in profitable and new employees. The benefits of a pension often outweigh the costs on a weekly or monthly
scale (Casciari & Borowski, 2013). According to the National Compensation Survey (NCS) in 2018, 69 percent of
workers in the United States had access to a retirement program through their employers. Access to a defined
benefit retirement plan was given to 27 percent of workers, yet only 23 percent of them participated in the defined
benefit retirement plan. Similarly, 58 percent of the U.S. workers had access to a defined contribution retirement
plan, but only 40 percent of these workers participated in the plan.
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Despite numerous pensions plans and retirement options available during the active working life, many retirees
experience financial and economic difficulties during retirement time. Numerous reports are confirming the
disparities in retirement wealth among Americans. For example, minorities, specifically Blacks and Hispanics, are
significantly worse off than their counterparts. Therefore, in order to improve the quality of life for all seniors, the
federal and state governments have created various services and programs that are available for aging adults.

In conjunction with state resources, federal funds are allocated to provide seniors and their caregivers with much-
needed assistance. Federal and state governments have been vital in providing resources for many impoverished
senior adults and allowing them to maintain an adequate living standard. ~ This paper examines the factors that
affect retirement security in general, with a special focus on retirement security challenges faced by minorities in
the United States. An extensive literature review on the subject of retirement and retirement security issues is
provided as well as the recommendation for improvement of the wellbeing of the future retirees. More specifically,
the authors recommend that the solution to retirement (in)security is the worker's financial literacy. Furthermore,
some practical and effective means of improving retirement savings is the discouragement of opt-in retirement
plans. Employers should automatically enroll employees in a savings plan. Educational programs most often
improve retirement plan inclusion and are, therefore, an all-around benefiting action. When employees are not
obligated to purchase retirement planning, they often do not. By employers taking the initiative and automatically
enrolling them in, the employers are thereby making retirement a better time (Olsen & Whitman, 2007).

Literature Review on Retirement and Financial Security

Economic literature examines various theoretical aspects of retirement security. For example, these range from
structural theories which consist of the core industry, primary occupational sector, and female predominant
occupations, to individual theories or human capital investment inclusive of educational level, training & work
experience, life course factors such as marital status, and health status and disability (Ferrie et al., 2004; James et
al., 2016). All of these factors were used to determine the impact on retirees and pre-retirement, especially for low
income and minority communities. In order to better understand financial decisions from the perspective of gender
differences, different analytic frameworks suggest that factors such as standard life cycle, household bargaining
framework, and men's and women’s behavioral attitudes play important role in retirement security (Hui et al.,
2011). In order to estimate retirement stability, these theories and perspectives define the dependent variable as an
individual's pension plan(s): defined-benefit, defined-contribution, individual retirement plans. On the other hand,
the independent variables used in these studies include indicators such as marital status, wealth accumulation,
savings, financial education or literacy, gender, race, ethnicity, employment, marital status, age, living parents
and/or grandparents, wealth, education and financial education.

One of the earliest studies on financial literacy in the United States was a national survey conducted by Cutler
(1997). The findings of this study suggest that the American public is not well informed about financial matters, in
particular, insurance, health care, and social security. Similarly, subsequent studies suggest that most financial
planning among individuals and families takes place as a result of trial and error. The main findings of this body of
work suggest that well-informed, financially educated consumers should make better retirement decisions. As of
2013, the majority of households did not prepare a detailed household budget (Jacobe, 2013). Research has shown
evidence that budgeting may be the low end of the behavioral hierarchy (Jing Jian Xiao & O'Neill, 2018). Out of a
survey of 20 positive personal financial practices, O'Neill et al. (2017) found that budgeting was one of the five
least frequently performed activities. The individuals who followed a budget guidance scored higher on both
financial practice and health indices.

Financial education should begin with simple financial management practices such as paying bills on time, making
written budgets, and regularly comparing actual expenditures to planned expenditures (O'Neill, 2002). There is
evidence that many families use short-term budgets and prefer techniques that require little energy (Davis & Carr,
1992; Muske & Winter, 1999, 2001). There is also evidence that families with various income levels have trouble
resisting spending temptations (Beverly et al., 2003).

One of the most common financial management principles is to save regularly, generally by setting aside some
amount of savings before paying for expenses (O'Neill, 2002). Schreiner et al. (2002) conclude that financial
education was found to be positively associated with the amount of average monthly net deposits. Many
households have very low levels of wealth. Numerous studies show that more than half of U.S. households do not
have adequate emergency funds (West &Mottola, 2016; Chang et al., 1997; Haveman & Wolff, 2005; Wolff,
2000). Bernheim (1998) suggests that Americans are saving too little for retirement. There is also a substantial
body of research and policy initiatives targeted at helping low-income families accumulate assets through
Individual Development Accounts (Feldman, 2018;Oliver et al., 2006; Schreiner et al., 2002) and homeownership
programs (Wainer & Zabel, 2020). Bernheim and Garrett (1996) also present results showing that workplace
financial education is an important factor for the total savings rate, but not total wealth.
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Lack of knowledge about the principles of financial management and financial matters could explain why some
families do not follow recommended financial practices. In fact, research shows that youth and adults in the United
States have disturbingly low levels of economic, financial, and consumer literacy (Kotlikoff & Bernheim, 2001).
Aizcorbe et al. (2003) conclude that the percentage of unbanked families was much higher for low-income,
younger, non-White, or Hispanic families. Two common indicators that families are overburdened by debt are a
ratio of debt payment to income greater than 40% and being substantially late with credit card payments.

These percentages were higher for lower-income families (Aizcorbe et al., 2003). The idea that financial education
improves retirement savings relies on the assumption that employers tend to introduce workplace financial
education in remedial circumstances (Clark & Schieber, 1998).

Furthermore, there has been a great deal of research on the issue of financial education, either from a policy
perspective (Bayer et al., 2009; Bernheim, 1998; Braunstein & Welch, 2002; Caskey, 2001; Fox et al., 2005) or a
pragmatic perspective (Bowen, 1996; Garman, 1998; Hogarth & Swanson, 1993; Montalto, 2002; Perry & Ards,
2001; Toussaint-Comeau & Rhine, 2000) Although few research studies show the correlation between the level of
financial education and financial management behaviors. Bernheim et al. (2001) showed that consumers who
graduated from states with mandated financial education were more likely to have higher savings rates and higher
net worth. Hogarth and Hilgert (2002) showed that the higher a consumer’s financial knowledge (based on a quiz
score), the higher the probability that the consumer undertook more positive financial management behaviors and
used more financial products and services. The bottom line is that knowledge and learning preferences seem to be
associated with more effective financial behaviors. More knowledgeable persons were more likely to engage in
more cash-flow management, saving, and investment behaviors (Hilgert et al., 2003). Similarly, financial
knowledge can be statistically linked to financial practices related to credit as well as the cash-flow management,
saving, and investing behaviors cited above.

Retirement Security Issues Facing Minorities

According to the retirement literature, Blacks, women, and Latinos have significantly lower financial capability
than their counterparts (Danigelis & Mclintosh, 2001; Dietz et al., 2003; Glass & Kilpatrick, 1998; Lusardi, 2008;
Lusardi & Mitchell, 2011; Lusardi & Mitchelli, 2007). Brown, (2012), Kochhar et al., (2011), Kaba, (2011), Angel
et al., (2014), and Tamborini and Purcell, (2016) present a growing retirement income gap between households of
color and white households from 1989 to 2001. In 1989, white households had an expected retirement income of
$59,100, on average, compared to $22,200 for Blacks and Latinos. By 2001, the expected retirement income for
white households climbed to $80,800 as opposed to $28,100 for households of color. This growing gap was
attributed to the shift from defined benefits to defined contributions.”

Furthermore, research shows that on average Hispanics have lower levels of educational attainment, and therefore
less earning power, and a lower level of savings than non-Hispanics. According to this body of literature, on
average, Hispanics are also less likely to have an access to an employer-sponsored retirement plan. Coupled with
the findings that many Hispanics and Blacks are less likely to use formal financial advice, it is not surprising that
all of these factors produced a significant gap in financial literacy, which in return have important implications for
individual savings, investing, and retirement planning (Olsen & Whitman, 2007, 2011).

Naturally, on average, lower-paying jobs of minorities produce lower social security payouts relative to the social
security payouts for Whites (Hendley & Bilimoria, 1999). With a specific focus on minority women, studies
suggest fewer opportunities for insurance coverage, which places them in disadvantages throughout life. Similarly,
some Hispanic and Black women do not receive full social security benefits due to a lack of contributions
throughout life. Angel et al., 2007 suggest that the decreasing rate of marriage for Hispanic and Black women
makes them less eligible for additional social security.

When it comes down to a labor force participation trend, non-Hispanic Whites often claim a full 35 years” worth of
workforce earnings. On the other hand, minorities often received less than the full 35 years’ worth of workforce
earning due to the shorter life expectancies for minorities (Hendley & Bilimoria, 1999). All of this means that there
are many Americans who currently do not have enough income for retirement (Miller et al., 2015).

Factors Affecting Financial Security

This section examines factors that influence an individual’s retirement security. These variables include savings
and asset allocation, home ownership, retirement account savings, participation and access to employment dazed
retirement plans, household income, and pension plans among others.

Savings and Asset allocation

Whitaker et al. (2011) investigated the determinants of an individual’s saving activities. More specifically,
Whitaker et al.(2011), Holden and Schrass (2019),and Engelhardt & Kumar (2007) postulated that savings plans
depended on the type of job, type of employer, the number of adults and/or children in the household, the worker’s
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education level and attitude relative to the family financial condition and possibly any unexpected inheritance.
Other studies aimed at identifying the policies and programs that affect the gender differences in retirement saving
decisions, specifically, how economic empowerment of married and cohabiting women changes the outcome of a
households’ financial decision-making and to identify if women would be prepared for retirement.

Mauldin et al. (2013) examined low-income individuals' propensity to save. Not surprisingly, they determined that
the low rate of saving among low-income individuals is due to the low-income level and high expenditures. Not
surprisingly, Browning and Lusardi (1996) found that as income increased, there is a steady increase in propensity
to save. Low-income households who reported owning a bank account were significantly more likely to save. On
the other hand, households that receive welfare were less likely to save. Another approach was taken by Jing J
Xiao (1996). Xiao divided household income into earned and unearned income and found that unearned income
showed negative effects on the savings accounts, savings bonds, and cash value life insurance. On the other hand,
earned income had positive effects on ownership of the majority of financial assets. Riley Jr and Chow
(1992)showed that relative risk aversion decreases as one rises above the poverty level and decreases significantly
for the very wealthy. The wealthier households choose more to invest a large portion of their wealth in risky assets
than less wealthy households. In addition, the wealthier retirees have more diverse portfolios of financial assets
and own more stocks, mutual funds, cash value life insurance, and other financial assets. On the other hand low net-
worth households tend to predominantly own cash and cash equivalent financial assets (Iglesias et al., 2004).

The purpose of the current study is to summarize the existing literature on retirement trends and financial security
with a special focus on the net worth by race and during the period between 2009 and 2019 (Figure 1). The data
presented shows that an average white American has fourteen times higher net worth than the average African
American. With respect to average Hispanic America, their net worth is five times less than the average white
Americans. White Americans have experienced the highest compounded aggregate net worth growth rate (CAGR)
between 2009 and 2017 (almost 18.92%) followed by the Hispanics (9.28%) and finally Blacks (5.19%).
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Figure 1: Net Worth Evolution
Home ownership

Homeownership is a major wealth-building technique for families as most of them derive an important part of their
net worth from their homes. Homeownership rates rise with a rise in real income. Over time, an increase in real
income will contribute to the raise of the aggregate homeownership rate. Lyons et al., 2003 found several reasons
why home ownership is lower among low-income households. Factors such as financial risks of homeownership,
few tax advantages, and the high transaction cost of buying and selling homes contribute to the low homeownership
among low-income households. Once when homeownership is established, most of the wealth held by low-income
households is wrapped up in their house. Housing wealth is their only real asset (Lucey, 2005). As a result, low-
income homeowners are generally wealthier than low-income renters. This shows that homeownership can be an
effective asset-building strategy for low-income households.

Although mortgage interest rates have declined over time, purchasing a home is still out of reach for many low-
income households. The insufficient funds for the down payment and for closing costs are the main reasons for this
trend. Herbert et al., (2012) concludes that in addition to the high borrowing costs, low-income households often
have low credit scores and thus are perceived as the high-risk borrowers.
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Home ownership plays a significant role in wealth growth for retirement (Lersch and Dewilde, 2018). Families who
rent, rather than own, are less likely to have an advantage in saving for their futures. Additionally, family
inheritance accounts for the ability to purchase a home, which aligns with money for retirement.

For example, Caucasian families who can provide money to relatives for down payments on homes are able to gain
equity eight years faster than African Americans who do not have relatives to assist them with the down payments.
Figure 2 indicates that not only Whites’ homer value is higher than the other two groups, it also is increasing at a
higher rate.
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Figure 2: Home Value Evolution (2009-2017)
Retirement Account Savings

Traditionally, financial support for retirement for most individuals comes from the following sources: Social
Security, Pensions, and/or Personal Savings. Personal savings for retirement can take the form of Individual
Retirement Accounts (IRAs) and Annuities. The IRA is an account set up at a financial institution that allows an
individual to save for retirement on a tax-deferred basis. The IRA was created by the Employee Retirement Income
Security Act in 1974 and has grown to account for about 25.4% of the U.S. retirement wealth, and 8.5% of total
U.S. household financial assets at the end of the year 2008 (Hira & Loibl, 2005). IRAs are especially important for
workers whose employer does not offer employer-sponsored plans like the 401(k).

The majority of minorities rely on their retirement income from programs such as Social Security (Gassoumis et al.,
2011; Gibson & Burns, 1991). Gassoumis et al. (2011) articulate that across all racial and ethnic groups over 65,
90% percent of White, 84% percent of African Americans, 77% of Latino, and 67% of Asians rely on Social
Security as the main source of income. Their research indicates that all racial and ethnic groups that fall below
200% of the poverty line have an over-reliance on Social Security. Many individuals fail to consider their
retirement financial well-being during their labor force participation for various reasons. This leads to personal
savings being the weakest resource during their retirement. The majority of retirees depend on Social Security
Benefits as the main financial resource in retirement. Figure 3 highlights the evolution of retirement savings
between 2009 and 2017.
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Figure 3: Retirement Savings Evolution (2009-2017)
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Participation and Access to Employment-Based Retirement Plans

Numerous studies have shown that pension plan participation has positively related to retirement security (Hewitt et
al., 2010; Kim et al., 2005; Olsen & Whitman, 2007).

Several studies have also shown that minorities, in general, save less since a low percentage of them participate in
their employer’s 401(k) plans (Kabir and Shari, 2018). Regardless of race, currently more than 57 million people
in the United States do not have an employer-provided savings program. According to the statistics collected by
the American Association of Retired Persons (AARP), 94 percent of workers who do not have access to retirement
savings plans at work end up facing their retirement with less than $25,000 in total savings and investments.

Traditionally, one of the main retirement saving approaches is through an employer pension plan. Usually, the
employer places funds into a savings or an investment account on behalf of the employee and as an incentive for
long-term employees. Other alternative forms of planning for retirement includes individual retirement account
(IRA), Roth IRA account, 401 (K) account, and Social Security, among others.

The difference between a defined contribution plan and a defined benefit plan is that employees are not required to
contribute any of their paychecks to participate in a defined benefit plan. It is fully sponsored by the employer.
However, with a defined-contribution plan, such as a 401(k) or 403(b) plan employees are required to contribute a
portion of their earnings and the plan’s success is related to the success of the stock market. Herd (2009)
emphasizes that “the employer-provided pension now places the risks the risk on the individual just as personal
savings does”. This higher individual contribution and higher risk are problematic for women and minorities.
Weller (2007) concludes that retirement wealth inequality rose with the proliferation of Defined Contribution plans.

Social Security is the most effective way of assuring at least a small nest egg for retirement for most American
households, regardless of race, for three main reasons. First, unlike pensions, Social Security is for the most part
universal. Second, it influences saving, which is otherwise very hard for low-income households, among which
minorities are overrepresented. And, third, its benefit structure is progressive, replacing a higher percentage of the
pre-retirement wages of low earners than of higher earners. Unlike the current regressive system of tax deferrals for
private savings through IRAs, 401(k)s, and other private accounts, Social Security acts as an equalizer for the
regressive nature of private savings.

Social Security is considered the most reliable source of income for minorities during retirement. Herd
(2009)surmises that overall retirement savings are moving from a collective approach to a more individualized one.
The author proposes that the traditional three-legged stool of retirement, namely social security, personal savings,
and employer-provided pensions has shifted to a two-legged stool as a result of recent economic fluctuations.
Previously the personal-savings leg was thought to have the most risk for the individual while Social Security and
employer-provided pensions had more collective risk.  However, Social Security Benefits are meant to be a
supplemental source of income. In fact, it is intended to be one of three methods of accumulating wealth to support
individuals in retirement. The other two sources of retirement income are personal savings accounts and employer-
provided pensions. Retirement income has been viewed as a three-legged stool, each leg supporting a balanced
retirement income (Collins & Yeskel, 2011; Collins et al., 2005). In the past, “the Social Security leg and the
employer-pension leg pooled risk across all beneficiaries, with the government and employers, respectively,
assuming responsibility. The personal-savings leg posed the most risk to the individual, but it represented only a
third of the structure (Herd, 2009). Collins and Yeskel (2011) articulate that “as personal savings plummet and
fewer and fewer workers have pension funds, the prospects for a large percentage of people retiring into poverty
grows. As a result, some minorities that meet the age requirements for retirement are unable to do so. In fact, they
may decide to continue working to provide additional financial support for themselves.

Individuals who plan for their retirement, attend financial workshops and receive advice, and have more confidence
in social security and Medicare tend to have more saving in their bank account, more household income and are
healthier than an individual that had not any plans for retirement and their needs (Kim et al., 2005). Olsen and
Whitman (2007) conclude that educational programs most often improve retirement plan inclusion and therefore,
employers should automatically enroll employees in a saving plan. Hewitt et al. (2010) found a positive
relationship between planning for retirement and satisfaction with the results of that planning. Simply put, those
who plan early are generally more satisfied with the retirement life.

Household income

It should not be surprising that numerous studies have shown that individuals with higher income had more positive
retirement confidence (e.g., Angel et al., 2007; Kim et al., 2005). Kim et al. (2005) found that those with annual
incomes over $75,000 have better attitudes regarding retirement compared to those with $25,000. Additionally,
studies have shown that minority workers have lower retirement confidence and less retirement preparation
primarily due to lower-income. Low-income earners generally tend to lack financial literacy. As a result, those
individuals do not manage their money efficiently and are generally not familiar with all the investment
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opportunities. Most low-income individuals have inadequate knowledge of the employer-based retirement plan,
they either do not know that it is being offered or do not realize its importance, therefore they tend not to
participate. Figure 4 shows the evolution of median income by race.

While there is an increase in the median income across Whites, Blacks, and Hispanics, we can observe a
large discrepancy and differences across the three groups.
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Figure 4: Median Income Evolution (2009-2017)

The difference between a defined contribution plan and a defined benefit plan is that employees are not required to
contribute any of their paychecks to participate in a defined benefit plan. It is fully sponsored by the employer.
However, with a defined-contribution plan, such as a 401(k) or 403(b) plan employees are required to contribute a
portion of their earnings and the plan’s success is related to the success of the stock market. Herd (2009)
emphasizes that “the employer-provided pension now places the risks the risk on the individual just as personal
savings does”. This higher individual contribution and higher risk are problematic for women and minorities.
Weller (2007) concludes that retirement wealth inequality rose with the proliferation of Defined Contribution plans.

Social Security is the most effective way of assuring at least a small nest egg for retirement for most American
households, regardless of race, for three main reasons. First, unlike pensions, Social Security is for the most part
universal. Second, it influences saving, which is otherwise very hard for low-income households, among which
minorities are overrepresented. And, third, its benefit structure is progressive, replacing a higher percentage of the
pre-retirement wages of low earners than of higher earners. Unlike the current regressive system of tax deferrals for
private savings through IRAs, 401(k)s, and other private accounts, Social Security acts as an equalizer for the
regressive nature of private savings.

Social Security is considered the most reliable source of income for minorities during retirement. Herd
(2009)surmises that overall retirement savings are moving from a collective approach to a more individualized one.
The author proposes that the traditional three-legged stool of retirement, namely social security, personal savings,
and employer-provided pensions has shifted to a two-legged stool as a result of recent economic fluctuations.
Previously the personal-savings leg was thought to have the most risk for the individual while Social Security and
employer-provided pensions had more collective risk. However, Social Security Benefits are meant to be a
supplemental source of income. In fact, it is intended to be one of three methods of accumulating wealth to support
individuals in retirement. The other two sources of retirement income are personal savings accounts and employer-
provided pensions. Retirement income has been viewed as a three-legged stool, each leg supporting a balanced
retirement income (Collins & Yeskel, 2011; Collins et al., 2005). In the past, “the Social Security leg and the
employer-pension leg pooled risk across all beneficiaries, with the government and employers, respectively,
assuming responsibility. The personal-savings leg posed the most risk to the individual, but it represented only a
third of the structure (Herd, 2009). Collins and Yeskel (2011) articulate that “as personal savings plummet and
fewer and fewer workers have pension funds, the prospects for a large percentage of people retiring into poverty
grows. As a result, some minorities that meet the age requirements for retirement are unable to do so. In fact, they
may decide to continue working to provide additional financial support for themselves.

Conclusion

The decision of when to retire is also influential in determining an individual’s financial security during retirement.
Retiring early has a direct impact on the amount of Social Security Benefits received and this decision is based on
certain behavioral and psychological aspects. Currently, many American workers do not understand their coverage
and participation in retirement plans. If we add to this the workers’ lack of understanding of how to calculate
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‘time value of money,” we can see how confusing saving for retirement can get. Because of all this, we are
witnessing a high percentage of workers moving in and out of coverage, or simply not participating. Consequently,
the Nation faces a real problem of retirement security for current and future retirees. Unfortunately, poverty is a
serious issue facing retired Americans.

Very often the individuals decide to retire early mainly because of dissatisfaction with their job or being tired of
working even though postponing retirement until full retirement age brings more financial security by increasing
the social security benefit amount (Knoll, 2011). Those with more education on financial security and retirement
generally have more savings in retirement accounts and more financial assets than their financiallyless-educated
counterparts. Individual retirement income increases the standard of living for the elderly and decreases the reliance
on other government programs like Medicaid.

The historical context of minorities in the workforce aligns with low retirement accumulation. Pension wealth is an
important source of overall wealth, particularly for households nearing retirement. About 79 % of white households
have pension wealth, compared with 66 % of black and 46 % of Hispanic households (Choudhury, 2002).
Consequently, they are unable to save for their respective retirements and less able to retire because of their lack of
pension income and adequate savings. Marital status and the condition of one’s health also play key factors in
retirement savings for minorities. Unmarried minority men are less likely to be employed than married individuals,
and more likely to exhibit higher levels of inactivity in the workforce (Hudson, 2002).

In conclusion, the common form of retirement in the U.S. includes three financial sources, social security,
employee-pension plans, and individual savings. There is a strong dependence on social security in low-income
households regardless of race.

For many Americans Social Security accounts for a substantial amount of retirement income. Low-income
individuals directly depend on Social Security. There is evidence that increasing the retirement age will lessen the
social security replacement rates (Butrica et al., 2012; Reno & Lavery, 2007). When compared to poverty levels,
social security does not necessarily provide enough to be at or above national guidelines for poverty. Therefore, a
serious approach to the retirement preparation must be taken by all parties involved, workers, businesses, and
government. Preparing for retirement is a very serious task that the current and future workers have to be aware of.
If not educated about the costs of retirement and if not provided with an option of employer-sponsored retirement
plans, future retirees will encounter many economic challenges after retirement. This will put an additional burden
on government agencies. In order to ensure a comfortable retirement for all Americans, we need to start educating
our current workers and business about retirement. Financial literacy is essential to one’s economic prosperity and
an adequate living standard.
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