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Background

Context

The 2009 SHRM Executive Roundtable on the Fu-
ture of Retirement was held on July 24, 2009, at the
Fairmont Hotel in Washington, DC.

This event brought together experts on the subject
of retirement. Tliis group included TR practitioners,
academics and rescarchers, thought leaders, repre-
sentatives from multiple organizations that focus on
the subject of retirement, and senior members of
SHRM’s staft.

The group examined the most pressing issues sur-
rounding retirement. The discossion focused on the
main weaknesses in the current approach to retive-
ment plaming and potential solutions. Participants

also discussed the impact of the recession.,

Roundtable Purpose

The purpose of the Roundrable was to have an open
dialogue to explore the most critical issues related to
retirement planning and to identity poténtial solu-
tons and strategics for improving retirement secuity.
In addition, the Roundrable focused on identifying
and prioritizing the most important steps that the
HR profession and STTRM can take to encourage re-

tirement security int the coming years.

" Roundtable Structure

The Roundtable was structured as follows:

* SHRM CEO Laurence O’Neil laid ourt the context
for the Roundtable by summarizing the challenges

that the ULS. retirement system currently faces,

* Participants described their background and the
organization they represent, and stated what they
sce as the most pressing issue related to redrement
SCCUrHY.

* SHRAMs Director of Research Steve Williuns
shared findings from recent research among,

SHRM members on saving for retivement.

* Roundtable participants identified the main weak-
nesses in the current approach to retirement plan-
niang, discussed the impact of the recession and

offered solutions.

* Tarti¢ipants divided into three breakout groups.
Each group addressed what HR proftssionals
should do in their practice 10 work toward greater
retirement security, what the HR profession as a
whole should be doing, and how SHRM can best
lead HR professionats in these efforts. Each group

presented its conclusions.

+ The Roundtable concluded with participants shar-
ing their thoughts on the most positive ideas ex-
pressed during the course of the day.

This report follows the general structure of the
Roundtable, providing a summary of the key themes
from the entire event and summaries of each separate

discussion,

About SHRM

The Society for Human Resource Management
(SHRM) is the world’s largest association devoted
to human resonrce management. Representing more
than 250,000 members in over 140 counties, the
Society serves the needs of HR professionals and ad-
vances the interests of the HR profession. Founded
in 1948, SHRM has more than 575 affiliated chap-
ters within the United States and subsidiary offices in
China and Indix.
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Executive Roundtable Participants
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Key Roundtable Themes

There are many issues with the current retirement

system.

* Not enough employers sponsor retirement plans
(particularty small employers); not encugh indi-
viduwals participate in qualified plans; and those in-
dividuals who participate don’t contribute enough.
The result is thar many Americans are left our of
the current retirement system, and even those
who participate aren’t saving coough. In addition,
Social Secwnity faces significant financial challenges,
as do public- and private-sector pension funds with

nrassive unfunded liabilitdes.

There are difterent segments of employers and em-
ployees, each with their own particular situations

and needs.

There is not onc set of problems for all employers
and employees, and there is not one singular set of
solutions. The traditional retirement system works
reasonably well for wealthy individuals and those
who work for large companies for Jong periods of
time. But the current system docsn’t work well for
the middle and lower end of the cconomic spee-
trum or for small employers. Specific policies and
solutions are needed to address the problems of

specific segments.

As important as retirement is, participants felt that
the issue has tacked political leadership and a con-
stituency. As a result, the issue has not been getting

the attention that is needed to drive change.

The good news: there is no shortage of potential
solutions. Participants identified a host of potental
soluttons and were in agreement on many of then.
Among the solutions that need to be broadly con-
sidered were the following: clranging the default

to make auto enrollment the accepred standard;
potendially mandating plan participation and pos-
sibly even certain levels of savings; increasing the
amount of education that is provided with a goal

of increasing society’s inancial literacy; and possi-

bly expanding the use of multi-employer plans as a

solution for small businesses.

* HR professionals and SHRM have a key roke to
play in improving retirement security.

* Because retirement benefits have a significant
impact on the workforce, the subject of retire-
ment and retirement funding is squarely an HR
issue. FIR professionals need to understand the
issues, make retirement funding a priority and be
able to explain the value of redrement securicy
to their board, management and employees. HR
professionals nmist work to ensure that their firm’s
retivement benefits fit with the firm’s mission and
strategy and that these benefits provide employees
the flexibility they are seeking,.

+ SHRM can play a key role in advocating for re-
trement security and in forming partnerships
with other organizations. SHRM can serve as an
information clearinghouse, can develop and ofter
educational tools and programs, can share success
stories and best practices, and can offer targeted
information, advice and solutions to specific seg-

ments, such as smalf employers.
* The time is right to work to bring about change.

Roundtable participants were in agreement that de-
spite the obstacles that exist, now is the time to make
retirement security a national priority. There was
optimism that SHRM and other key stakeholders can
work together to bring about meaningfut change that
cant benefic employers as well as tens of millions of

inchvidsals.
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Current Challenges for Refirement Plonning

Overview

Roundtable participants cited numerous weaknesscs
in the country’s curreit retirement system---not
enough employers sponsor plans, not enough em-
ployees participate in plans, and those employees who
do participate don’t save enough. Other weaknesses
include the need to reframe the entire subject of
retirement, as well as the policy avea, particularly ve-
garding the lack of leadership and a political constim-

ency to drive change.

But in the face of these weaknesses, there are many
potential sohuations. These include improving financial
education and literacy, increasing {and possibly man-
dating) auto enroliment, expanding multi-employer
plans, and considering a “public option,” where the
government would manage a retirement plan provid-

ing access to all individuals.

Context

SHRM CEO Laurence O'Neit provided the context
for the Roundtable discussion by summanizing the
situation that cxists for retirement. Mr, O’Nell de-
scribed the traditional retirement system as facing a
crisis, which has been accelerated and exacerbated by

the current economic turmoil.

Many long-held economic asstmpions have proven
untrue, such as the notion that home prices and

the stock market will always increase in vahee, So-

cial Security faces a solvency challenge, as there is a
smaller pool of workers who must support a growing
number of retirees. Many companies that guaranteed
pensions to employees have large unfunded liabilities,
and some have gone bankrupt. There are citics and
municipalitics that can’t meet their pension obliga-
tions, As a result, many organizatons have migrated

from defined benefits to defined contdbutions.

For years there has been delay and inaction. This is
the time for action and for creating a sense of urgen-

¢y to solve the problems associated with retirement.

SHRAY Execulive Foundinble an the Fuure of Ketiremant

“Inaction is no longer an option.”

Laurence O'Neil

With this as the background, Roundtable participants

werc asked to identify:

* The most pressing issucs and main weaknesses as-

sociated with retirement planning.
« Yffects of the recession on retirement planning,
+ Potential solutdons to these issucs and weakness.

Viest Pressing lssues and Main
Wealnesses in Batirement Planning
Tarticipants identified a host of issues and weaknesses
in the current approach to retirement planning.
Comments fell into the following general categories:
specific financial issues/weaknesses, policy issues, and

framing issues.

While most participants agreed with Mr, O’'Neil’s
characterization of the traditional retirement systent
as facing a crsis, Edward Ferrigno had a different
perspective, He saw the employer-provided retive-
ment system as peehaps one of America’s great suc-
cess stories and said thar althongh the world has
experienced a financial collapse that has decreased
asset values, that is very different from a retirement

Crisis.

1 don't think there is o retirement crisis. VWe had a
waorldwide financial collapse that hos decimated
refirement plons. We nead lo separate thol issve fom
whether we hove o refirement erisis.”

Edward Ferrigno




Specific Financial Issues/Weaknesses

Masty employers nre nat sponsorisg retivesent plans,
Even though retirement plans have cxisted for years,
many cmployers still do not sponsor plans. In The-

resa Conti’s view, this is a key issue.

“The number one issue is gefling emgloyers fo sponsar
plons and gefting employees to porficipate in them.”

Theresa Coni

It 15 challengying te get employees to participate in
exployer-sponsered vetirentent plans.

While it is iportant for more cmployers to spon-

sor plass, it is also crideal to increase the rate of
employee participation in employer-sponsored plans.
Michael Murphy pointed out that many of those who
are eligible to participate in employer-sponsored plans

contribute nothing,.

Magiy enployees ave not contribiting enowgh noney
e theiy vetivement plan.

- For thase employees who do participate, the chal-
lenge is getting them to contribute more. In general,
peopie who participate in retirement plans contrib-
ute too litde. Dana Muir succinetly captured the
thoughts of several participants by asking how socicty
can ensure that people who do participate and do

contiibute ultimaiely have enougl money.

"How do we make sure thol if o person is covered
and is participating [in o relirement plon), that shey
will have enaugh money2”

Danc Muir

There 15 not einorgly education abous saplng for retive-
ment. ‘
Several participants see the low participation and
contribution rates as a result of low financial literacy,
which comes from a lack of education around the

imporfance of retirement.

“The number one issue is, how do we effectively

educate the population about he need fo save for

relirernente”

Lance Wright

There are isswes in the distribution phase of vetivement

[CCOURTES.

There is a great deal of focus on the chalenges asso-

ciated with the accumulation phase of retirement, the

period when people are working and acquining assets.

There is extensive data on this phase. However, little

is known about what happens during the retirement

phase, wlhen the assets in a qualified retirement plan

are distributed to an individual and spent. More re-

search is needed to better understand this phase and

to assist people in dealing with it

There ave challenges in getting defined conteibution

plans to work better.

SHIRM Director of Rescarch Steve Williams present-
ed data showing that about 90% of SEIRM members’
organizations are offering defined contribution plans,

up significantly in the past few years. Only about

20% currently offer any type of defined benefit ptan,

down dramatically over the sane period. In James

Delaplane’s view, one of the key challenges is whether

a system that is based so heavily on defined contribu-

tion plans will provide adequate financial security for

cmployees,

Beth Almeida asked, *“How do we make defined con-

tribution plans work better?” Attention has been paid

to trying to nake defined benefit plans look more

like defined contiibuton plans, but more consider-

ation should be given to making defined conwibution

plans look more like defined benefit plans. Employers

should be given more options to meet employees’

needs.
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Policy lssues

Over the past three decades, the pension system i the
United States bas eroded.

Teresa Ghilarducei characterized the anrent situation
as an erosion of the pension system due to umntend-
ed consequences. Employers pick pension/retirement
plans that are designed 1o minimize their 1isk and
cost. One employer leads and is followed by other
employers. Over time, huge gaps have developed,
There are generations of workers without adequate
reticement, which can’t be supplemented by simply

working more.

As a country and society, we lach carity on the issues
surreunding retireinest,

Collectvely, our society hasn’t come to a common
view of what retirement will ook like in the long
rerm. We lack agreement on clear goals strrounding
redirement, and there hasn’t been political leadership
to define a specific goal and to lead the creation of
policies to achieve this goal. Lawrence O’Neil de-
scribed the challenge as “seeing the path ahead.” In
Michael Wilson’s view, the primary issne—and what
should be the primary goal for retirement—is security

for workers,

There are fsues with the cuveent voluntary retivesment
Systent.

Social Security wasn't intended to be a retivement
system. It is a safety net and a way of nansferring
wealth from the young to the old. The current retire-
ment systent is a voluntary syscem with big tax incen-
tives for employers. Ms. Ghilarducci stated thar these

incentives are costiy-—costing the governmeng $110

billion per year—and result in an inefticient system
with high levels of disparity. In Ms. Ghilarducci’s
view, the tax Incentives benefit the wealthy, who
would have saved anyway, yet many people don’t
participate in the retrement system and don’t benefit

from these rcentives.

2000 SHRM Fxecotive £oundiable on the Fulure o Retirement

Policy disenssions about Socinl Security forus on the
country, not the individunl,

Nancy LeaMond observed that any time there are
policy discussions about Social Secuity, the conver-
sation always focuses on the financial health of the
country and of Social Secusity. Discussions about
reforming Social Security are based on the country’s
situation; these conversations never focus on indi-

viduals and their situation.

There is o fnck of o political constituency for change.
While everyone who is knowledgeable about the sub-
ject of rerirement is aware of the issues, there hasn’t
been a political constituency that has been able to
make retirement a priorvity. In addition, there isi’t
strong political leadersiip for retirement. As a result,
redrement isn’t getting the political attention that it

deserves,

“Ifs no wonder there isn't much of o polificol
constituency for change when the debote always
seerns 1o be focused on ‘solency’ ond “trust funds.’
What people really want to know is what it all means
for their retireraent.”

Nancy teohMond

Policy is looked at in silos as opposed to frome air inte-
grated approach.

Currently, Social Security and Medicare are separate
silos, and the policies and solutions are being dis-
cnssed separately. However, these subjects are closcly

related and an integrated solution is required.

Framing Issues

The conceprs of reciveninr and woik need to be vetived.
People are healthier and are living longer, Many
people who are approaching a traditional retirement
age want to keep working—some fulf time, others
part time. This desire to continue working isa’t just
because of money (or the lack thereof). They want to
contribute, and they want 1o be wanted and valued.

As a result, the entire concept of retirement needs o




be retired. Employers need 1o ask, “How do T keep
human capital engaged?” Society needs to rethink the

concept of retirerent.

“How are we helping emplayees rethink refirement
and retocl?”

Barbara Mclntosh

China Miner Gorman observed that since September
11,2001, the core concept of work has changed.
People care more about the experience and the
mceaning of their work. So, as society, organizations
and IR professionals are engaging in conversations
that seek to reframe redrement, they also need to

consider how to reframe the idea of worl.

opinion, the population should be segmented, data
gathered and the specific problem defined for cach
partcudar segment of the population. This approach

will allow for the development of specific solutions,

“Refirement means different hings 1o different people.”
Frank McArdle

Among the different segments of employers and em-

ployees mentioned in this discussion were:

* Small busineses. Small employers, which have been
the country’s growth engine, tace their own set of
challenges in sponsoring and administering retire-

ment plans.

"Don't just ieliame relirerment; also redeline work.”

China Miner Gorman

Individuals den’r think about retivement secuyity, They
think about lifestyle seeniiy.

Waorkers are overwlielmed and confused. They don’t
think about separate topics like pensions and health
care and job security. They think in terms of their
personal security, pardcularly their security in being
able to live their desired lifestyle.

“The issue isn't ‘refrement secunty;’ i s Tleshyle
securily.’

Michoel Wilsan

There worid is not bemggenous. There s o ticinendous
diveisity of emplovers and entployees, each with a differ-
ent sitnation and diffevent needs.

Retirement means different things to different
people, particulardy people from different social and
cconomic groups. Instead of viewing retirement plan-

ning as one monolithic problem, in Frank McArdle’s

“'m concemned about the impact on smoll businesses.
Whol is it going to cost thern? How will we crecle
policies that ensure that refirement plons ore impaciful
for these businesses?”

Steven larrett

* Yowunger employees. Several participants also men-
tioncd the challenges in convincing young people
to participate in and contribute to their retirenment

savings.

+ Government employees. A very different example
is scen among employees who work for the gov-
ermment. Many people choose to work for the
governiment for its stability and consistency, which
includes an arractive defined benefit plan. These
governinent employees have a strong political voice
and dow’t have much interest n mnovation, even
where they are facing unfunded pension plan b-

abilities.
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"We see significant relionce on defined benelits....
As ¢ stats ond in spite of cur Governor's best efforts,
there is litle eppetite for innovation in the conlext of
refirement offerings. Whalever change we realize in
this regard Is incremental.”

Iikki Jackson

+ Individuals who aren’t employed full time. Today’s
retirement plaus are structured for individuals who
work as full-time employees for 35 years. But that
doesi’t apply to alt people. Many types of workers
work for a short period of time on a specific proj-
cer and then move to another project. As a result,
one-third of workers are not cligible for a retire-

ment plan.
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SHRM Research Findings on Refirement Security

impact of the Recession on
Retivement Planning

Steve Williams shared results from recent polls
among SHRM members on the subject of saving for
retirement. Some of the noteworthy findings from

this research are included below:

Employees are less confident about the adequacy of
their retirement savings.

Are employees al your organizalion more or less
conlident oboul the adequocy of their retirement
savings now compared with & months ago?

More confidaat

2%

less confident
&7 %

i About e same

3%

n=518

ilole: Respondents v.ho answered *Hat sure” ware excluded from this anatysis.

Employees are gelting more invelved in the
managemen!t of their retirement plan.

52% of SHRM members said that employee involve-
ment has increased; just 4% said that employee in-

volvement has decreased.

In the past 12 months, hos there been an increase,
decrease or no change in the number of employees
at your ergonization gelling more involved in the
manogement of their retirement plan?

Deciean

4%

Mo chorgs
44%

SHRM members are observing increases in the
number of employees who are:
* Postponing their retirement date.

* Reducing or suspending their 401(k) contribution.
* Completely cashing, ont their retirement savings.

* Requesting more guidance and information relared

to investng /retirement planning.

SHRM members see employees nol saving enough
as the biggest threat o retirement savings.

What do you see as the biggest threat to the
refirement savings of employees al your organization?

binployres are pol saving snsugh for ieiement
5oy 3 e

The instobil ty of tha Francich marvets

Emplioyees do nol urderetond their reliement
oprions {knarcial Rerany

4%

Emp'oyerbated retirement offzrings olore oie not
ercugh to praside sol d reliement sovings

10%

The iredequocy of government relimment pograms
ocy o g progl

{eg., Sacial Secunty} 7%

The cumrert ord [uture finznzial imstcbhiny of sy a 3%
organization & 7

Oifes u 7%

The recession is causing employers to cut budgets
and benefits,

The survey results show thar the most common
action being taken by companies as a result of the
economy is to cut budgets across the organization,
cited by 71% of respondents. Layoffs were the fifth

most commen action Laken, mentioned by 49%.

As of March 2009, 17% of STIRM members re-
sponding to the poll indicared that their organiza-
tion had reduced benefits in some way due to the
economy. Among companies that reduced benefits,
the most common reduction was in health care ben-
cfits. About 50% of the employers that were reducing
benetits had reduced the contributions to their retive-

ment plan,
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Following the presentation of this research data,
Roundtable participants offered several thoughts on

the impact of the recession on retirement planning,

The recession is hampering changes to retirement
plans.

Firms today are focused on survival. As a result, mak-
ing significant changes in employee benefits is just

not a priority at this time.

“This is nol & time thot employers are innovoting with
respect 1o employee benefils. Finms are trying to
suvive and are fighling fires.”

James M. Delaplane, jr.

The recession could have long-term implications for
retirement plans.

In previous recessions, employers took actions that
turited onut to be temporary, such as decreasing their
matches of employee contributions. However, some
Roundtable participants expressed concerns that the
length of this recession coutd cause temporary actions

to become pCl']llllI]C[lt.

" have concerns about dropping of 4014k malches,
which is o big issue. My fear is that this is o slep
toward employer disengagement.”

Michael Murphy

The recession is shining a light on the issues.
Although many peaple lack financial litevacy, the
recession las scared people into analyzing their own
patterns of consumption, debt and saving. As a result,
the savings rate in May 2009 was 6.9%—the high-

est in 15 years. Greater levels of saving ave a positive

trend that is emerging fromt this recession,



Potential Solutions

Roundtable participants shared many ideas for solu-
tions to address the issues and weaknesses in retire-
ment planning. Mr. O’Neil expressed optimism that
there is an unprecedented convergence ameng many
disparate groups. This convergence of interests makes
the current moment a good time to bring about

change.
Hav Arsas of Aoreement

Soluijons need to be based on realily.

In discussing potential solutions, participants empha-
sized that they need to be fiexible in considering the
situations and needs of different groups, take demo-
graphics into account and address the needs of sniall

busiriesses in particular.

“We reed a solution for smoll employers. It is often
very difficull ond expensive 1o stari and mainioin a
plan.”

Tharesa Coni

Employees need portable benefits.

For independent workers, those who work on proj-
ects or work part time, and those who are laid off,
benefits need to be made portable. Individuals need

to be able to easily take their benefits with them.

Employers should continue (o be involved in
retirenent planning.

While some participants wondered whether retire-
ment funding should be more employee-centric and
less employer-centric, most participants were of the
opinion that employers should continue to play a key

role in the retivement planning process.

“When the pendulum of risk is swinging so much
toward the indwidual, ¢ don't think that we want to pul
even more decisionmaking risk on individuals.. We
want o incent employers to remoin engaged.”

James M. Deleplane, Jr.

One solution mentioned by multiple participants is
giving employees the ability to leave their money
in their employer’s plan after they retire, Doing so
would provide the benefits of scale, which inclade

lower fees and access to more investment options.

Efforts must be made fo ."rﬁprove financial literacy.
Owr society Jacks the necessary level of financial fiter-
acy. Not only can employers play a role in improving
financial literacy, but the educational system can teach
financial literacy. Mr. Jarrett commented that there
have been some discussions about mandating finan-

cial literacy as part of the middle school curriculum.

Tmproving financial literacy also requires that retire-
ment plans and financial services companies simplify
their conununications. Conununications regarding
retirement plans are often extremely complex and
intimidating. But this ncedn’t be the case. Social Se-
curity has created simple, user-friendly, easy-to-grasp
comimanications, 1 Social Secunity can do this, it is

possible for retirement plans.

Making auto enroffment the default is an important
sofution.

While recognizing the importance of education,
both Jack VanDerhei and James Delaplane strongly
emphasized the power of defaulis. As Mr. Delaplane
said, “General Kteracy is important, but defaults

will have the biggest impact. . . . T don’t think we
should expect workers to manage complex financial

decisions.”

“Educaticn is nice, bul the defaull side is the key "
leck VanDerhai

Perhaps the most significant defaudt is for cmployers
to antamatically enrolt employees in the employer’s
redrement plan, instead of requiring employees to
opt in. Several participants advocated a FIAA CREF
approach, where funds are automatically deposited

for employees.

it
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Another example that was viewed favorably is the
idea of an “Auto-1RA.” This could serve as a vehicle
to help those who currently don’t participate in a
retirement plan. Proposed tax credits for employers
provide an incentive for employers to participate.
This may not be a robust long-term selution, but it
provides a first-tier plan for those who currently don’t

arficipate’in any plan.
p P y p

SHRM data indicates that currendy 38% of SHHRM
members’ firms automatically enroll their employees
in defined contribution plans, versus 19% in 2006.
When employers automatically enrolt their employ-
ces, few employees opt out or choose not to partici-
pate in the retirement plan, SHRM research shows
that the opt-out rate is 4% or less at 90% of SHRM
%

members” organizations, and it is less than 1% at

more than 50% of all auto-enroll emplayers.

Ms. Jackson had a slightly different perspective. She
wants her employees, who atl work for the state
government in Kentucky, to be more engaged. She
therefore has reservations about auto-enrolling them
and wants them to be encouraged to make their own

financial decisions.

The retirement planning horizon needs to be
extended,

Today, retirement planning takes place over a per-
son’s work life of 30 or 40 years. But retirement
planning could begin earlier and could occur over an

individual’s entire life,

"Why do we just focus on 30 years of work life?
Why not over 60 vears of total life?”
Lance Wright

Retirement solutions heed 1o be integrated with
solutions to other major issues,

One of the weaknesses of retirement planning is that
it is often viewed as a sepavate and distinet issue.

However, it has to be dealt within the context of

2002 SHRM Fxeculive Bourdioble on the Future of Relicement

other societal issues. For example, Social Sccurity and

Medicarc need to be thought of together.

“Refirement is ol on isolated issue. It is one layer on
top of lots of other things. It hos to fil within the entirety
of all ssues

Mike Aitken

Othier important ldeas

Some participants befieve there should be a policy
that makes plan enrollment mandaiory.

Some Roundtable partcipants went farther than®
simply making automatic plan enrollment the default;
they suggested a policy whereby antomatic enroll-
ment in a retirement plan would be mandatory {as is

being discussed for health care).

“I've proposed mandoling soving more. ...} In order
lo ensure refiremant securily, people ore simply going
to have to save mors.”

Teresa Ghitarducci

Another solution is to have retirement fund's placed
in a "fock box.

Mr, Murphy suggested that some portion of all ve-
tirement funds {perhaps 5-6% of a person’s income)
wonld be placed in a lock box. These funds would be
solely for retirement savings, and employees would
not be able to access these funds for Joans, advances
or other purposes. {There would be exceptions allow-

ing funds to be withdrawn.)

Different solutions can address different segments,
but all segments require policies that encourage
saving more.

Ms. Ghilarduedi identified three segments:

1. The bottom 20% of society is not well-served at
all. This segment is extremely vulnerable and re-

qguires a solution such as enhanced Social Security.




2. The retirement security of the middle 60% of
society is based on employers’ retirement plans.
These plans have been eroded over time because
employers have not viewed retirement plans as a
priority. Employers want to do the right thing,

but they are diiven by their own goats.

3. The top 20% of soviety is well-served by the
current systenty no changes are needed for this

segment.

“Ernployer refirement plans have bean eroded due to
cmbivalence from employers.”

Teresu Ghilardueci

In light of these differences—and the challenges for
the middle and bottom segments—s. Ghilarducei is
proposing a pubtic option. This could be a noncom-
mercial public retisement plan option that is admin-
istered by Social Security. Fuads would be invested
by rrustees, and the plan would ofter a guaranteed
interest rate (tied to the rate of GDP growth). There
are international examples for such plans, and the
concept is supported by leading thinkers from both
political partics.

Multi-employer plans offer important benefils.

These are retivement plans where multiple employ-
ers can join together to ofter a pla. Doing so helps
lessen the costs and the administrative hassles for
sialler employers. Multi-employer plans enable small
employers to offer retirement plans that ave compa-

rable to those of luge employers.

Ms. Almeida said theye are carrently four million
people who participate in multl-employer plans, al-
most all of whom participate in coliective bargaining.
However, there are many more people who could

beneht from such plans.

Solutions could be transformational or merely
incremental.

A dilenuna is whether changes to the retirement sys-
tem should be patchwork and incremental, or wheth-
cr they should be transformational. Examples of
potential transformational sieps coutd be mandating
defaules and contributions or fundamentally chang-
ing Social Security. Ms. Muir believes that although
transformation is needed, there isn’t the political will
for transformation; the likely result is that changes

will be incremental,
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HR's Role in Retirement Planning and How SHRM Can Support
HR Professionals in Addressing Retirement Security
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Cverview

There is mach that HR professionals, the HR. profes-
sion and SHRM can do to address the challenges
associated with retirement security. HR professionals
can make retirement security a prioity, can articulate
the value of retirement planniag, can lead educational
activities and can oversee the implementation of the
retirement plan within their organization, leading

changes such as auto enrollment.

The HR profession, with SHRM leading the way,
can advocate for greater retivement security, form
partnerships and coalidons with other stakeholders,
develop educational tools and programs, serve as an
information clearinghouse, and conduct additional
rescarch in this avea. Perhaps most important, the
HR profession and SHRM can make retirement sc-

curity a visible priority.

Context
Participants divided into tlree breakour groups. Each
group discussed and reported back on the following

questions:

+ What specifically should HR professionals focus on
in their practice to work toward retirement security

for employces?

* What should the HR profession be doing to pro-
mote retirement security? How can SITRM lead
HR professionals in dealing with retivement-related

challenges?

What Should HIR Frofesstonals
Bre in Thelr Praclice”

HR professionals should own retirement planiing. -
Participants felr that the starting point is for HR pro-
fessionals to see resirement planning as a priority and
to step forward to take ownership of this priority. As
owners, HR protessionals will need to advocate in the

organization for retirement planning.

¥ SHEM Executive Poundlabie on tha Fulure of Refiement

HR professionals should ensure that their
organization offers the best possible retirement plan,
Participants believe that in advoecating for retirement,
HR professionals have a responsibility to take a long-
term view in considering the implicatons for employ-
ces and the organizaton. In taking this long-term
view, HR professionals should work to ensure that
the organization offers the best retirement plan pos-

sible, based on the organization’s specific sitnation.

Tarticipants cxpect HR professionals to tie the refire-
ment plan to an organization’s mission, vision and
strategy. In doing so, HR professionals must under-
stand their workforce and must work to ensure that
their organization offers benefits that are flexible and

that fit with workers’ needs.

HR professionals must communicate the value of
retirement plans and planning.

Owning and leading retirement planning within an
organization entails understanding the value of retire-
ment planning anl being able to convey this value.
"This means communicating to the board and the
senior management team about the ROI to the orga-
nization. It also means communicating to employees
the value of the organization’s rerirement plan, in-
cluding the benefits of participation and reasons for
contributing to the plan. Part of communications is
changing the discussion from “retirement planning”

to “long-term savings.”

HR professionals must be involved in the details of
administering their organization's relirernent plan.

It is essential that IR professionals are engaged in
both the big-picture issues (such as advocating for
retirement benefits, offering the most appropriate
plan, communicating the value proposition}) and the
details, such as oversight of plan investients and

identification of default opportunities.




Fart of HR professionals’ practice should involve
education about retirernent plans.

HR professionals should work to ensure that there
are programs that improve the financial literacy of
employees and that educate employees about how
retirement plans work (for instance, rollovers and

chstributions).

VWhat Should the HR Profession
Be Doing to Promoie Retirermnent
Secwrity? How Can SHRIM Best
Lead HR Professionals?

Reframe the conversation.

Many participants believe that the HR profession
needs to retire the term “redrement.” The HR pro-
fession can change the conversadon from one about
work and retivement to one about different stages
of work, such as part-time or flexible work arrange-
ments. Changing the conversation about work/re-
tirement will also result in changing the conversation

from retirement funding, to long-term savings.

Advocale io policy-makers.

To promote retirement security, the HR profes-
ston-—with SHRM leading the way—must be vocal
advocates to policy-makers. Policy-makers must be
cducated about the issues, made aware of the value
of retirement plans and presented with actionable

solutions.

Form parinerships with other stakeholders.

The HR profession, with SHRM leading the way,
should explore and form strategje partaerships with
other organizations that are focused on improving, re-
tirement secwnity. This might include other functional
organizatons, such as finance-focused organizations.
Through such coalitions, scale can be created and
retirement secutity can become a greater political

priority.

Develop and offer educational tools and programs.
There is much that SHRM can do in this area. Tt

can develop courses that Improve the knowledge

base around retirement plans and improve the busi-
ness acumen of the HR profession. These tools can
increase the financial literacy of the HR profession
and can equip FIR professionals with teols to increase
the financial literacy of their employees. Education

is pardcularly important and is needed in certain
technical areas and to address topics such as fiduciary

responsibilities.

Educatonal offerings might be customized for par-
ticular segments based on the needs of employers in
those segmesnts and can be targeted around specific

issues, sich as auto enrolhment.

Serve as an Information clearinghouse.

An important role that SHRM can play, espectally

for stall employets, is to centralize and disseminaee
relevant information. Participants described this role
as being a “cleardinghouse of retirement information.”
SHRM can aggregate, organize and make available

a wealth of information that would be of value to alf
employers, particularly smatl ones. This could include

success storics and resources to contact for assistance.

Provide consullancy services.

One idea was that SHRM coudd provide advisory/
consulting services to employers that needed such
services but were too small to hive consultants.
SHRM might enlist a core group of advisors who can

provide assistance to employers.

Conduct research.
Even more research is needed for many aspects of
retrement planming. SHRM is in a good position to

conduct this rescarch and disseminace the findings,
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Wrap Up/Closing Comments

Overview

Roundtable participants saw many positives emerg-
ing from this conversation. Most were excited that
SHRM had convened this discussion and identified
retirement as one of SHRM?s major priorities. Par-
ticipants were encouraged by the significant amount
of agreement among the diverse group of stakehold-
ers in attendance, partcolarly on topics such as auto
enrollment and the need to develop solutions for
smalt-employers and those who are left ont of the

Current S}’StC n.

Context

Participants were asked to identify the most signifi-
cant positive clements regarding retireinent secotity
that were discussed at this Roundtable.

Pasitive Findings From the Roundiahble
Having the conversation.

Multiple participants cited the coming together of

a diverse group of stakeholders to identify problems
and debate solutions as a significant positive out-
come. They expressed hope that the positive mo-
mentum initiated through this Rowdtable would
continue. Also, participants were excited to see that

retirement 15 prominently on SHRM’s radar.

The amount of agreement.

Participants were delighted by the amount of agree-
mient that emerged during the course of the Round-
table. Participants from very different backgrounds
and organizations had very similar perspectives re-
garding the challenges in the area of retirement plan-
ning, and there was significant alignment regarding

potental solutions.

“This group is reaffizming. There is lols of commonality

here.’

Barbara Mclatosh

2009 SHRM Fxecutive Boundiable on the Fulure of Retirement

The main areas of agreement that were cited as posi-

tives included the following:

* The contral role of employers. Most participants
sce employers as continuing Lo play a prominent

role in retirement planning and funding,

* 'The need to target specific solutions to specific seg:
ments of employers and employees,

* The need to focus on one segment in particular:
those who are being left out of the current retire-

ment SySLen.

* The importance of education to increase financial

literacy.

* Swong support for auto enrollment. Several par-
ticipants were encouraged by the degree of support’
expressed for the concepr of auto enrollment. The
level of support among experts from diverse back-
grounds bodes well for increasing the aunount of
auto enrollment that takes place, or perhaps even
mandating, it. Also scen as a positive by some was

the general support for Auto-IRA.

“There clearly is no onesizeditsali solufion.”

Steve Willioms

The purpose of this Roundtable was to gather to-
gether a group of HR and policy experts from nyany
different backgrounds to explore the most critical
issues related to retirement planning and to identify
potential strategics for improving retirement security.
Facilitator Deb Cohen concluded the day’s event by
thanking the participants for helping SHRM achicve
this goal and for helping SHRM identify and prioni-
tize the most important steps that the IR profession
and SHRM can take to encourage retirement sccurity

in the years aliead.
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