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Fact Sheet: California

Workplace Retirement Plans Will Help
Workers Build Economic Security

David John and Gary Koenig
AARP Public Policy Institute

Access to an employer-based retirement plan is critical for building financial security later in life.
Yet, about 57 percent of California’s private sector employees—roughly 7,514,000—work for an
employer that does not offer a retirement plan. Significant numbers of workers at all levels of
earnings and education do not have the ability to use payroll deductions to save for retirement.

Currently in California, workers of larger employers
are more likely to have a retirement plan than
workers of smaller employers. The probability of
having a workplace retirement plan also differs
considerably by workers’ earnings level, education,
and race and ethnicity. The lack of ability to
participate in an employer-provided retirement plan,
however, spans all levels of education and earnings,
and cuts across all groups.

California’s Situation by the Numbers

About 57 percent of California workers ages 18 to 64
in the private sector work for businesses that do not
offer a retirement plan.

® Small-business employees are less likely to have a
plan: Workers in California businesses with fewer
than 100 employees are much less likely to have
access to a plan (77 percent) than workers in larger
businesses (41 percent). In raw numbers, about
4,538,000 small-business employees do not have
access to a retirement plan compared with about
2,977,000 in businesses with 100 or more workers.

® Workers at all education levels do not have
a plan: About 82 percent of workers who did
not have a high school degree did not have an
employer-provided retirement plan—a much
higher percentage than workers with some college
(55 percent) or a bachelor’s degree or higher
(45 percent). But in raw numbers, workers with at
least some college who did not have access to an
employer plan exceeded those workers without a
high school degree who did not have access to an
employer plan (3,926,000 versus 1,592,000).

® Workers at all earnings levels do not have
a plan: More than 5,758,000 of California
employees with annual earnings of $40,000 or
less did not have access to a workplace plan.
These workers represent about 77 percent of
the 7,514,000 employees without an employer-
provided retirement plan.

® Access to a plan differs substantially by race and
ethnicity: About 68 percent of Hispanic workers
and about 53 percent of African Americans
lacked access to an employer-provided retirement
plan. Minorities accounted for about 677 percent
(4,999,000) of the roughly 7,514,000 employees
without a workplace retirement plan.

Why Access to Payroll Deduction
Retirement Savings Plans Is Important

® Makes saving easier: About 9o percent of
households participating in a workplace retirement
plan today report that payroll deductions are very
important and make it easier to save.' Saving
at work appears to be critical: Few households
eligible to contribute to an Individual Retirement
Account outside of their jobs regularly do so.

¢ Helps increase retirement income: Social
Security is essential to retirement security, but its
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average retirement benefit is only $1,300 a month. Most retirees will need additional resources. Providing
workers with a convenient way to save is an important step to increase the amount of assets a person
will have at retirement: A 2014 Employee Benefit Research Institute study found that about 62 percent of
employees with access to a retirement plan had more than $25,000 in total savings and investments, and
22 percent had $100,000 or more. However, only 6 percent of those without access to such a plan had over
$25,000 saved, and only 3 percent had $100,000 or more.:

¢ Allows individuals to build their own economic security: Retirement savings plans help workers achieve
economic security through their own efforts. Greater access could also help improve economic mobility
and reduce wealth disparity.
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