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Andrew Biggs and Sylvester Schieber’s contention that American retirees
aren’t facing a retirement income crisis is largely based on a single cherry-picked number from one
chart from a 365-page report by the OECD (“The Imaginary Retirement-Income Crisis,” op-ed,
Sept. 30). The chart shows that on average Americans over the age of 65 have an income that is 92%
of the national average, placing us ninth of the 34 nations on the chart. However, this same chart
shows that, by age 75, American retirees’ income slips to less than 80% of the national average,
dropping our ranking to 18th.

In contrast to the 2004 and 2013 polling data cited by Messrs. Biggs and Schieber, an April 2014
Gallup poll found that having enough money in retirement is the biggest financial worry for most
Americans of all ages, but particularly for those aged 30 to 64.

The authors accuse politicians of creating a retirement income crisis to increase Social Security
benefits and to fend off efforts to make tax deductions for 401(k) plans more equitable. In reality,
the authors are pretending that the crisis doesn’t exist so that they can push for cuts to Social
Security and undermine more inclusive retirement solutions.
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Before the recession most seniors relied on a combination of Social Security reimbursement and
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interest on some savings for their basic income. As you know, fewer and fewer retired Americans
are qualifying for private pensions. Interest rates fell from 5%-6% in 2005-07 to 0.1%-0.2% for the
past five-plus years. Seniors involuntarily are subsidizing the economic recovery of America. The
interest income portion of most seniors’ income stream has almost disappeared.
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The real retirement-income crisis doesn’t involve current retirees (who have obviously
accomplished retirement) or Gen Xers who are 15 to 25 years from retirement (and mostly not
thinking about it very much). It is the demographic in their 50s and early 60s. They have little
savings and much debt, are running out of years of productive work, and don’t know how they can
ever afford to retire. Their plight is to some extent self-inflicted by bad decisions but needs to be
acknowledged so we can make some concerted last-ditch effort to help them right their ship.
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Messrs. Biggs and Schieber claim that the average U.S. retiree has an income equal to 92% of the
average American income. Yet the latest data from the American Community Survey show that the
median (typical) income of U.S. retirees is less than $16,000, compared with that of the median
American worker, at $31,000—hardly 92%. Retired workers received an average of $1,294 a month in
Social Security benefits as of December 2013; that adds up to a paltry $15,528 a year—far from a
princely sum to live on when one’s medical bills are racking up. The authors also state that if Social
Security benefits are increased, the country will likely experience lower employment and saving.
Research we have done actually shows that Social Security benefits boost the economy during
recessions as people maintain spending power in a downturn. Finally, survey after survey shows
that retirement security is among the top worry for Americans. If things were as rosy as Mr. Biggs
and Mr. Schieber state, why is everyone so afraid?
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The latest data from the Federal Reserve’s Survey of Consumer Finances say that the median
retirement-account balance for all American households was zero in 2013. The share of households
with assets in retirement accounts continues to drop, from 50.4% in 2010 to 49.2% in 2013. Among
working-age households age 25 to 64, the median retirement account balance fell to $2,500 in 2013
from the already troubling level of $3,000 in 2010.
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It’s time to face the facts and get policies back in place that enable all Americans to be self-sufficient
in retirement.
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