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Highlights

» The SECURE 2.0 Act aims to improve retirement security for low-wage workers, but most
provisions of this law were designed around employer-sponsored retirement plans.

» We find that access to employer-sponsored retirement plans among low-wage workers is
limited, with less than half of workers eligible for these plans and only a third of low-wage
workers enrolled in them.

P> Retirement savings amounts among low-wage workers are also low, with almost 40% having
nothing saved for retirement.

» Beingeligible for employer-sponsored retirement plans is associated with other

financial/employment advantages, such as higher income and higher nonretirement savings,
as well as predictable incomes.

» To deliver on SECURE 2.0’s promise for low-wage workers, policymakers should (a) expand the
pool of employers offering retirement plans, (b) promote automatic enrollment in both new and
existing retirement plans, and (c) facilitate access to state-sponsored IRAs for workers who lack
access to employer-sponsored plans.

IMPLICATIONS FOR SECURE 2.0

This is the first research brief in a series examining the implications of the SECURE 2.0 Act for the retirement security of low-wage workers in the
United States. All briefs in the Implications for SECURE 2.0 series can be found here.

The retirement savings gap—the difference between the employer-sponsored defined-contribution plans (e.g., 401(k)
savings U.S. households need to live comfortably in retirement and 403(b) plans), which have made saving easier and more
and what they have actually saved—is estimated to be automatic for many middle- and high-income earners.?
between $7 trillion and $14 trillion.! While U.S. households

across the income spectrum struggle to save for retirement, U.S. policy provides an incentive structure to help relatively
the problem is acute for low- to moderate-income (LMI) affluent households save. Tax-advantaged employer-
households. Budgets almost entirely dedicated to covering sponsored plans and low tax rates on capital gains are
necessities leave relatively little for saving, and these well-known examples. But policy efforts to incentivize

households often lack access to retirement savings options like ~ retirement saving in LMI households have been intermittent
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and inconsistent. For example, the Obama administration
instituted the myRA program to provide a government-
sponsored retirement-savings alternative for households that
lacked an employer-provided option, but the program was
discontinued in 2017.2 Other programs, like the Saver’s Credit,
have struggled with low take-up due to confusing eligibility
requirements and limited usefulness for LMI households.*

However, in 2022, the federal government enacted the SECURE
2.0 Act, an expansive policy with a suite of approaches to
facilitate saving in LMI households. The act includes the
following provisions:

® Automatic enrollment in new employer-sponsored
retirement plans

® Automatic escalation of contributions in new employer-
sponsored retirement plans

® Anincrease in “catch-up” contributions, allowing older
workers to save more annually in tax-advantaged
retirement accounts

® |mprovementsin employer-sponsored retirement-plan
access for part-time employees

® The Saver’s Match contribution, a replacement for the
nonrefundable Saver’s Credit, which matches 50% of
qualified retirement contributions up to $1,000 per individual
(82,000 per married couple) for low-income households

FIGURE 1
Low-Wage Workers’ Access to

Employer-Sponsored Retirement Plans
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FIGURE 2
Low-Wage Worker Enrollment in Employer

and Nonemployer Retirement Plans
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® Authorization for employers to match employees’ qualified
student-loan payments with retirement plan contributions

® Authorization for employers to offer emergency savings
plans that are linked to employees’ retirement plans and
to match emergency savings contributions with retirement
plan contributions

While these policy changes will provide LMI households

with an array of benefits and incentives that will facilitate
increased retirement saving, most of these changes target
workers with employers that offer retirement savings plans
and workers with access to a retirement savings account.
This brief is one in a series of works that expand upon
aspects of a contemporaneously published report on our
SECURE 2.0 work.® In this brief, we investigate the extent to
which low-wage workers are participating in the retirement
savings vehicles targeted by SECURE 2.0, and we examine the
characteristics of workers who do (and do not) have access to
these retirement savings vehicles. To do so, we draw on data
from the Workforce Economic Inclusion and Mobility (WEIM)
survey of a nationally representative sample of vulnerable
workers in the United States. These results come from Wave
2 of the WEIM survey, which was administered in the summer
of 2024, and the analyses focus only on those low-wage
individuals who were employed at the time of the survey.

Key Findings

How Many Low-Wage Workers
Are Eligible for Employer-Sponsored
Retirement-Savings Accounts?

Figure 1 displays the rates at which workers were eligible for
retirement plans. Among low-wage workers who reported
working for an employer, 61% were eligible for a retirement
savings plan from their employer. However, when we consider
the full sample of low-wage workers, including self-employed
workers, we see that only 45% of these workers had access to
an employer-sponsored retirement-savings plan.

How Many Low-Wage Workers
Have a Retirement Account?

Of course, eligibility for an employer-sponsored retirement
planis not the same as enrollment in that plan. Employers
can offer retirement savings plans, but if employees do not
have enough income, knowledge, or information to enroll
in those plans, they cannot benefit from them. Figure 2
examines enrollment in employer and retirement plans and
nonemployer options such as IRAs. Less than a third of all
low-wage workers reported being enrolled in an employer-
based retirement plan. In addition, 27% of low-wage
workers reported being enrolled in a retirement savings plan
outside of their current employer (6% with both employer-
and nonemployer-based accounts plus 21% with only a
nonemployer-sponsored account).
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FIGURE 3

Low-Wage Workers’ Retirement Savings Amounts
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How Much Do Low-Wage Workers
Have Saved for Retirement?

Figure 3 examines the amount of retirement savings that
low-wage workers reported holding. Given low rates of
retirement plan participation, it is unsurprising that nearly
40% of these workers reported having no retirement savings
whatsoever. However, even among those with any retirement
savings, the amount of savings was low. Only about a fifth of
low-wage workers reported having more than $50,000 saved
for retirement.

Which Low-Wage Workers
Have Access to Retirement Plans?

We examined the characteristics of the low-wage workers
who do (and do not) have access to employer-sponsored
retirement accounts. We do this for those whose main job is
through an employer and for all low-wage workers generally,
including self-employed workers. We found few differences
between the demographic characteristics of eligible and
noneligible low-wage workers. Those with children and

those with higher educational attainment, respectively, were
somewhat more likely to be eligible for employer-sponsored
retirement accounts, but the differences were not substantial.
However, when we examined the financial characteristics of
low-wage workers who are eligible for these accounts, we
found starker differences. Workers with the lowest incomes
and low amounts of nonretirement savings, those who are
paid hourly, and those who have unpredictable incomes were
much less likely than other low-wage workers to be eligible for
employer-sponsored retirement accounts.

Policy Implications

The SECURE 2.0 Act offers new tools and resources for
Americans to save for retirement. That is important because
40% of the low-wage workers in our study have no retirement
savings. But most provisions of this law were designed around
employer-sponsored retirement plans. Given the lower rates
of retirement plan participation among low-wage workers,

perhaps the most important provision of SECURE 2.0 is
automatic enrollment. Yet over half of the low-wage workers in
our study do not have access to the employer-sponsored plans
that will be required to automatically enroll employees. While
SECURE 2.0 includes provisions for retirement plans outside
the workplace (e.g., IRAs), we find that participation rates are
lower in these plans than in employer-sponsored alternatives.
This is where state policy comes in.

To date, 20 states have implemented retirement plan
programs for workers who lack access to workplace retirement
plans and others who want to save for retirement,® including
self-employed workers (e.g., independent contractors, sole
proprietors, gig workers). Through the Saver’s Credit and,
starting in 2027, the Saver’s Match, SECURE 2.0 provides
incentives for all workers to save for retirement. Yet for self-
employed workers, this requires being aware of and enrolling
in retirement plans outside the workplace—whether through
the savings programs offered in some states or IRAs in the
private market. This is an additional burden for a group of
workers found in our prior research to be more financially
vulnerable than those who work for an employer.

The implementation of these SECURE 2.0 provisions should
focus on minimizing frictions and administrative burdens for
self-employed and gig workers who enroll in qualified retirement
accounts and claim SECURE’s savings incentives. In addition,
policymakers should work to expand the pool of employers who
offer retirement savings plans, so that more workers can benefit
from the core provisions of SECURE 2.0, including automatic
enrollment and automatic contribution increases.

Workers with the lowest
incomes and low amounts of
nonretirement savings, those
who are paid hourly, and
those who have unpredictable
incomes were much less likely
than other low-wage workers
to be eligible for employer-
sponsored retirement accounts.”
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